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Do Christmas Catalogues 
Stimulate Purchasing? 
A RESEARCH STUDY 


ROBERT J. ROBICHAUD AND SALLIE SEWELL 


Research Assistant, New York University School of Retailing, 
Managing Editor, JouRNAL oF RETAILING 








This article is based on a survey conducted in the spring of 1959 by 
graduate students of the New York University School of Retailing 
as part of their regular training in retail research. The study was 
supervised by Dr. T. D. Ellsworth, formerly research director, New 
York University School of Retailing. The preparation of the tables 
and the writing of the article were supervised by David J. Rach- 
man, Research Manager. The sponsor of the study, who acted as 
consultant and adviser to the students, was Lester Harrison, presi- 
dent of Harrison Services, Inc., an advertising company that sup- 
plies Christmas catalogues (and other year-long catalogues) to 
retailers for distribution to their customers. 

The students who conducted the survey were Herbert L. Sher- 
man, chairman of the committee, Barbara Ann Weyer, Graham K. 
Clark, and Juliet D. Blackburn. 





Forty-two per cent of the housewives 
in a New Jersey town who received 
Christmas catalogues were stimulated 


to make some purchase, whether in the ceipt of the catalogue. 





store, by mail, or by telephone. Eighty- 
seven per cent of the purchases were 
made in the first three weeks after re- 
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These significant findings emerged 
from a pilot survey conducted in March 
1959 by graduate students of the Re- 
search Division of the New York Uni- 
versity School of Retailing. Main ques- 
tions explored were: Do customers 
who receive Christmas catalogues really 
read them? What type of merchandise 
is promoted most effectively by Christ- 
mas catalogues? Are charge-account 
customers better prospects for the re- 
ceipt of Christmas catalogues than 
those who do not have charge accounts ? 
Do Christmas catalogues increase store 
traffic ? 


SURVEY PROCEDURE 


A Christmas catalogue was defiried, 
for the purpose of the survey, as “a 
methodical compilation of pictures and 
facts about merchandise being offered 
by a retail organization for a period of 
approximately four or five weeks 
(from Thanksgiving to Christmas) 
which is placed in soft, bourid book 
form for distribution to the retailer’s 
customers through the mails.” 

The site chosen for interviewing was 
Fort Lee, New Jersey, located across 
the Hudson River from New York City 
and within easy driving distance of key 
New Jersey cities and several shopping 
centers. Thus there was considerable 
customer choice about where to shop. 
The people chosen for interviewing 
were housewives, mostly homeowners 
in the wupper-middle-income group. 
( The homogeneity of the area surveyed 
was estimated from ownership records 
in the office of the local recorder, and 
the evidence was further corroborated 
by the appearance of the homes and of 
the people themselves. ) 


About two hundred door-to-door jn- 
terviews were conducted during the 
month of March 1959. Interviews were 
based on a pre-tested short question- 
naire and lasted between 10 and 15 
minutes each. Interviewing hours were 
between two and six o’clock in the af.- 
ternoon during weekdays ; and from ten 
o'clock in the morning to six o’clock in 
the afternoon on Saturdays. 


FINDINGS 
Are Catalogues Effective? 


Most of the housewives interviewed 
were familiar with Christmas cata- 
logues (Table 1). In fact, 63 per cent 


TABLE 1 


9 out of 10 persons interviewed 
were familiar with Christmas 


catalogues. 


Respondents 
Familiar 
with 
Catalogues 
% 


of those interviewed remembered re- 
ceiving a total of 179 catalogues before 
Christmas (Table II). The potential 


TABLE II 


63 per cent of those interviewed 
acknowledged receiving a Christmas 
catalogue this past Christmas. 
Respondents 
Receiving 


Catalogues 
c 
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customer also professed interest in 
the merchandise displayed in the cata- 
logue. Almost half (45 per cent) said 
that they examined the catalogues 
page by page while an additional 46 
per cent said that they at least glanced 
through the catalogue (Table III). 


TABLE II 


45 per cent of those receiving cata- 
logues said they examined them 


thoroughly. 

Respondents 

Receiving 

Catalogues 
Examined % 
PM ic cceevecssedecveds 45 
Gmeed Chrogen oo... 62... ec ee 46 
DT INEIEE .. 5 os acs ces ecsceces 7 
NE RIDIOT .5. ces ce ccus feces 2 

RS er pre ees re 100% 


No attempt was made at this time to 
explore the intensity of their reading, 
but a cross-tabulation showed that of 
those making purchases listed in the 
Christmas catalogues 68 per cent had 
examined the catalogues page by page 
(Table IV). The implication, there- 


TABLE IV 


Of those making purchases 2 out 
of 3 said they examined the 
catalogues page by page. 


Respondents 


Making 
Purchases 
Examined % 
EE TTT 68 
ro ee 32 
1 I Se ee ee 100% 


fore, is that readership intensity affects 
the amount of purchasing. 

Of the women receiving catalogues, 
42 per cent stated they made purchases 
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(in store, by mail, or by telephone) 
from these catalogues (Table V). This 


TABLE V 


About 2 out of 5 made purchases 
from the catalogues. 


Purchased 
from 
Catalogues 


type of response seems much larger 
than the usual response a department 
store receives or expects to receive in 
response to most of its catalogue pro- 
motions. The figure should be viewed 
with reservations, however, because it 
may have been affected by three signifi- 
cant factors: (1) the fairly high in- 
come of these home owners; (2) the 
easy accessibility of the shopping cen- 
ters from which stores sent catalogues, 
(3) some limitations on the customer’s 
ability to recall what she did. 

Another interesting finding was that 
87 per cent of the purchases were made 
in the first three weeks after receipt of 
the catalogue (Table V1). This finding 


TABLE VI 


87 per cent stated that they received 
their first purchases within 3 weeks. 


First 
Purchase 
Time % 
Lees Gee C1) WOE: 60a ei ieee 25 
One TS TWO WEEE 6 ois ois eee sececs 31 
Two to three weeks.............. 31 
Three to four weeks.............. 11 
Ree Me WIE ss oc cedasssncsans 2 
WN Ce «tbe ke Puaeeeeavasser 100% 











+ JOURNAL OF RETAILING 


indicates a heavy impact of the original 
catalogue, possibly heavier than is real- 
ized by those who stress primarily the 
importance of its staying power. 

A third significant finding was that 
almost half of the purchases stimulated 
by the catalogue were made in the store. 
Mail-order purchases, which are so 
often associated with catalogues, ac- 
counted for only 33 per cent of the 
sales, and telephone orders for only 22 
per cent. Here again, concern for fast 
delivery before Christmas may have in- 
creased the in-store purchasing. Since 
half of the purchases were made in the 
store, the reservation should be remem- 
bered that it is not always easy for a 
customer to recall whether or not her 
purchases were actually catalogue 
items. But the figures in Table VII do 


TABLE VII 


45 per cent of those making pur- 
chases from a Christmas catalogue 
made them in person at the store. 


Type of Purchases 
Purchase % 
DEMME Ce ceds suicbeees sce es co ease 33 
NI 565 SSR AAS I oSeee dns eens 22 
PR TINIE 6 55 5 55 iin dk os Se bes 45 
Reet awe ioe aeesseoacsos 100% 


suggest that catalogues influence, to 
some extent, in-store purchases. 

It should be remembered that Fort 
Lee, the site for interviewing, is acces- 
sible to a number of large shopping 
centers in New Jersey and New York 
City. For families with automobiles, it 
is more convenient and less costly to 
shop in branch stores than in the down- 
town stores of New York or Newark. 

About half of the customers made 
their purchases in the main store, and 


almost half shopped at the branch store 
(Table VIII). Customers who made 


TABLE VIII 


Approximately half of the store 
purchases were made in the main 
store and half in the branch store, 


Store 
Purchases 
Store % 
SEIS ere Ss eer. Screen ener 50 
DINER Sie 8 5 cone by ears Rn Bet b 46 
Doan t FEMCMPET 2... 65 kiki cs occ oes ce 4 
POE Sis Sai gh RES cae eae 100% 


in-store purchases split evenly on where 
they made their purchases. 


What Percentage of Christmas Ex. 
penditures Were Catalogue 
Items? 


Twenty-one per cent of the women 
interviewed reported expenditures of 
$50 or more on catalogue purchases. In 
contrast, 17 per cent spent less than $10. 
Almost one third of those who made 
purchases could not recall the amount 
of money they spent (Table IX). 


TABLE IX 


21 per cent spent $50.00 or more 
on catalogue purchases. 


Respondents 


Making 
Purchases 

Cost of Purchases % 
ee 17 
$10 but less than $25..............: 13 
25 bet bess than S50... ..5....55.% 15 
OO oS ne ee 21 
PON t PEMUMIIET .. 6. cose keee as 34 

i) ER ee So ae Saree ee oe 100% 


Thirty-four per cent reported that 
purchases through Christmas cata- 
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logues represented less than 10 per cent 
of their total Christmas expenditures. 
Less than 10 per cent reported that 
catalogue purchases comprised more 
than 25 per cent of their total purchases 
during the Christmas season (Table 
X). All things considered, catalogues 


TABLE X 


34 per cent of those making pur- 

chases said that the catalogue pur- 

chases were less than 10 per cent 
of their total purchases. 


Respondents 


Making 
Purchases 
Catalogue Purchases Ot 
SS a ere 34 
IEE 55Gb a i60 he eie te Jeo 0-06 23 
GREE sia Ener rs 4 
EEL CROIOS 5 i Sica. sok vwte Bie a o's 5 
PTE POTOMIIIEL a ook acdc vie dace snes 34 
eee een ee 100% 


seemed to have played an important 
part in total purchases made at this time 
of the year. 


What Items Were Purchased? 


Of the items bought by catalogue 
readers, women’s clothing and toys 
were the most important. Women’s 
clothing accounted for 23 per cent of 
the total purchases, and toys for 23 per 
cent. Next important were children’s 
clothing and home furnishings. Men’s 
clothing and furnishings ranked fifth, 
lower than might be expected. The 
items least purchased were cosmetics 
and piece goods, raising a question as to 
whether the suitability of items for 
gifts (as well as the catalogue form of 
promotion) affected the difference in 
response (Table XT). 
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TABLE XI 


Women’s clothing and toys ac- 


counted for the greatest number 


of purchases. 


Purchases 

Types To 
Women's clotliiie .. 0.5 .ccssceces 23 
PORDAS CR Aeh ae cens se sah ene ee 23 
Chabiven’S ClOGNe: «wc sce crcenss 11 
ey, 10 
Men’s clothing and furnishings..... 8 
CAIN 5 hicks a ose cease neers 2 
PO oo i v'nsian cede ae mele 1 
RIUNOE. cee Roane: teens CReamaaens 19 
DOP IN 6 ik. 05d ss scdensmiaks 3 

FE oo oxen bh eu chee 100% 


Are Charge-Account Holders Better 
Prospects? 


In Table XII all stores were ranked 
by catalogues received, charge accounts, 


TABLE XII 


A relationship between catalogues 
received, charge accounts, and pur- 
chases from catalogues seems to 


exist. 
Number of 
Number of | Number of Purchases 
Catalogues Charge from 

Received Accounts Catalogues 
Store % % % 
age oe 37 29 39 
AEee er 23 22 23 
SAREE eae 12 15 13 
a eens 8 10 10 
ee 8 8 6 
ee eee eae 4 6 3 
ee 4 5 3 
_. eee 4 5 3 

Total .. 100% 100% 100% 


and purchases made. Certain points 
emerged from this cross-tabulation. 
The stores which placed most of the 
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TABLE Xill Do Stores Promote to Non-Charge. | 





34 per cent of those respondents 
receiving catalogues did net have 
charge acounts. 


Account Customers? 


Although nearly 21 per cent of those 
people receiving catalogues reported 
having charge accounts in three or more 





mes af Sones Accounts stores, another one third of the cata. | 
_ RECESS TTC T TUES TTT eT Te 18 logue recipients did not have charge ac- 
ne eg ei 10 counts ( Table XIII). This finding sug- 

ot DE TEE. wee ercccvccscsrcsess gests that stores use lists other than 

Don't remeniber LLL their active charge accounts. 

PRM DARC Lets ceeidncwnnnnned 100% SUMMARY — 
catalogues in the customers’ hands ac- The study indicates that customers in 
counted for most of the purchases. Also the locality and income group surveyed 
there was a relationship between the do read catalogues and are influenced 
store at which a person had a charge by them in type of merchandise bought, | 
account and the store from which he as well as in the choice of store. It also 
received a catalogue. Store A, for in- shows that catalogues increase store 
stance, accounted for 37 per cent of the traffic and that charge-account custom- 
catalogues placed in customers’ hands, ers are the best prospects for this kind 
and correspondingly for 30 per cent of of promotion. As for the type of mer- 
the charge-account holders, and for 39 chandise most suitable for catalogue 
per cent of the purchases recalled as promotion, women’s clothing and chil- 
being made from catalogues. Store B, dren’s toys are clearly in the lead—at ic 
the next most successful with catalogue least, at the time of Christmas gift pur- 
promotion, showed percentages of 23- chasing, in this income group and lo- \ 
22-23, respectively. Store H, the least cality. ne 
successful with this type of promotion, If this pilot study were extended to ents 
accounted for four per cent of the cata- cover other typical areas of the New vas 
logues placed, five per cent of the York Metropolitan area, composite ing 
charge-account holders, and three per findings might lead to more general wh 
cent of the purchases made. conclusions as to the effect of Christ “™ 

These figures suggest that charge- mas catalogues on where customers e 
account holders are the most fruitful shop, how much they spend, and what } 
recipients for this type of promotion. items they select. al 
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How Manufacturer Pricing Methods 
Are Adapted to Retailer Use 


A STUDY OF RESEARCH TECHNIQUES FOR SCIENTIFIC PRICING 


DAVID J. RACHMAN 
Research Manager, New York University School of Retailing 





tity of merchandise? 


are described and evaluated. 





How can retailers know in the fall what their customers will buy 
in durable goods in the spring? What color, style, and materials 
will be sought in the pre-Easter rush for clothes? And above all, 
how much cash will the customer spend for what type and quan- 


Such everyday problems are viewed from an over-all economic 
perspective. Several different techniques for predicting demand 








Manufacturers have admittedly made 
great strides in the adaptation of sci- 
entific methods to their pricing poli- 
cies. Most of this advance in develop- 
ing policies can be directly attributed 
to the elaborate cost accounting sys- 
tems and market research departments 
created in the postwar years. 

Retailers, too, have made significant 
explorations in this field. Strides have 
been made on the cost side by the de- 
velopment of the concept of Merchan- 
dise Management Accounting,’ as well 

1See the article by Malcolm McNair in Stores, 
May 1958, p. 29; and the article entitled, “Objec- 
tives and Basic: Principles of M.M.A.,”’ by Robert I. 
Jones of Arthur Andersen and Company, JourNAL 


or RETAILING, Special Issue on M.M.A., Spring 
1958, p. 1. 
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as by special studies of Sam Flanel of 
the National Retail Merchants Asso- 
ciation and Gordon B. Cross, formerly 
of New York University and now 
Dean, School of Business Administra- 
tion, University of Hartford. 

A really working adaptation of 
theory to practice has not yet been 
achieved in retailing, however. Per- 
haps this limitation is inherent in the 
nature of retailing itself; perhaps re- 
tailing will always remain a personal, 
intuitive art, not a science. But it is 
also possible that once scientific pricing 
is completely accepted as a goal, it can 
be worked out in practice. On this 
assumption, the pricing methods and 


=r fs tm 
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know-how which have been developed 
by manufacturers are worthy of study. 

It is recognized, of course, that the 
retailer and manufacturer have differ- 
ent structural and product problems 
which are not easily reconciled. A re- 
tailer, for example, deals with thou- 
sands of products, whereas the manu- 
facturer may deal with only one. A 
further differentiating factor is that 
price-making and related policy are 
usually set up in a manufacturing firm 
by the same person or committee. In 
a large retail store, especially a depart- 
ment store, price policy is established 
by a sizable committee, composed usu- 
ally of representatives from the mer- 
chandise, control, management, and 
promotion divisions. Furthermore, in 
contrast to the centralized approach of 
the manufacturer, price-setting (as 
distinguished from the over-all pricing 
policy) is often done on a decentral- 
ized basis in the department store, with 
fifty or more buyers participating. 

This situation presents communica- 
tion problems arising from conflicting 
viewpoints of the accounting and pro- 
motion departments, disagreements be- 
tween a merchandise manager and the 
company research director, or the fail- 
ure of some buyers to interpret cor- 
rectly (or adequately administer) the 
pricing policy set by top management. 
But these differences do not make 
the exchange of know-how impossible. 
They simply increase the challenge to 
retail ingenuity. 


Types of Research for Determining 
Demand 


If the price of an item is reduced by 
five per cent, will sales increase by 


more than five per cent? What par- 
ticular items of merchandise are con- 
sumers interested in? What effect will 
this price reduction have on the con- 
sumer’s total purchases? Does the na- 
tional business outlook affect the local 
market ? 

The answers to these questions can 
enable a retailer to know more about 
his demand curve, and several methods 
have been devised to acquire the data. 
These include in-store research, ex- 
perimental research, consumer pref- 
erence techniques, the “continuing 
study,” and the special techniques of 
the National Industrial Conference 
Board. 


In-Store Research \ 


The in-store research of many re- 
tailers tends to avoid cost and pricing 
problems. More attention is paid by 
the researchers to additional services 
that can be rendered, greater assort- 
ments that can be presented, or im- 
provements that can be made in the 
store image. Comparatively little re- 
search has been done on the construc- 
tion of formal demand curves and on 
the effect of price reductions. In this 
area, retailers can learn even more than 
they already have from the research 
techniques of manufacturers. 

Ouie reason, perhaps, why research 
in pricing has been sparse is_ that 
it is difficult to obtain price informa- 
tion on one commodity only. The diff- 
culty is that a given customer cannot 
tell us at any one time the number of 
articles she will buy at each price. 
Prices, as we know, are interrelated. 
Asking the housewife what price she 
would pay for a pound of coffee, for 
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instance, makes little sense unless she 
can refer to other related prices. 

The retailer can meet this challenge 
by conducting research, not on an indi- 
vidual basis but on the basis of broad 
merchandise groups. For _ instance, 
given the price of women’s suits at $64, 
blouses at $3.98, and shoes at $12.95— 
how many skirts would you buy at this 
time for $9.98? Such a grouping may 
well be applied to children’s wear. The 
point is that price quantity research 
should be as broad as possible and 
should not be conducted in a vacuum. 


Experimental Research 


To co-ordinate with this type of in- 
store research, experimental research 
techniques are being develcped. The 
work of William Applebaum and 
Richard F. Spears is a good example.” 
Using carefully controlled techniques, 
they changed prices on a number of 
different products in the Stop-and-Shop 
food stores. Changes in the share of 
market were noted for each product, 
and some demand experience was 
gained. 

Such an approach leads to an ideal 
situation for the retailer, since it af- 
fords demand schedules which depict 
the units of merchandise that can be 
sold at various prices. This Utopian 
situation enables the retailer to make 
a pricing decision based on the amount 
of gross profit he can obtain from set- 
ting a price at a certain level. 

In-store research based on broad 
classifications combined with this ex- 
perimental method, can prove useful 
2William Applebaum and Richard F. Spears, 


“Controlled Experimentation in Marketing Re- 
search,”” Journal of Marketing, January 1950, p. 505. 
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to the retailer in uncovering the effects 
of price changes. The large retailer 
working on the traditional departmen- 
tal average mark-up system will find 
the experimental research based on in- 
dividual products less useful because he 
will still be unable to attach costs to 
the item under experimentation. Com- 
bined with the over-all related depart- 
mental merchandise, the problem be- 
comes easier to solve for the large 
store. The experimental method, as a 
result, is probably more useful in stores 
selling homogeneous merchandise. 


Consumer Preference Techniques 


Another type of demand forecasting 
that promises to advance scientific pric- 
ing is Customer Preference Research. 
The techniques developed by Fred- 
eric H. Rahr have been discussed in 
previous articles in the JoURNAL OF 
RETAILING * and The New York Re- 
tailer.* 

This method uses the approach of 
questioning customers in specific de- 
partments of stores as to the particular 
items desired in that department for 
the coming season. The frequency of 
demand is obtained in great detail 
within five categories of merchandise 
information: price, size, style, type of 
material, and color. While each cus- 
tomer’s prediction may not be true indi- 
vidually—and often is not—the experi- 
ence of the J. L. Hudson Company 
shows that there is a very high correla- 
tion between what a consumer says she 

8 Rahr, Frederic H., “Is the Fashion Approach to 
Color Old-Fashioned ?”’, Fall 1953, p. 109. 

—— (as told to Sallie Sewell), “Customer 
Preference Clinics,” JournaL or RetarLtinc, Sum- 
mer 1955, p. 55. 


*Wingate, John W., “Customer Preference 
Clinics,” The New York Retailer, June 1958, p. 2. 
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wants and what she actually purchases.° 

The interesting aspect of this survey 
method is that it can be used as a de- 
mand predictor for a merchandise clas- 
sification—i.e., coats and suits. It can 
also be combined throughout a whole 
ready-to-wear division and can answer 
some of the questions presented earlier 
in this article. By developing the other 
attributes of a product, the technique 
may be more meaningful. Whether this 
technique as it is now developed is a 
forerunner of a new age of demand 
measurings in the field of retailing, 
only time will tell. 


Survey Research Center 


Another valuable technique to meas- 
ure general demand is the “Continuing 
Study,” as developed by George Ka- 
tona of the University of Michigan 
Survey Research Center. This tech- 
nique consists of asking consumers 
questions relating to their spending, 
saving, and investment attitudes, as 
well as their general economic outlook 
for the months ahead. 

Though not applicable to many in- 
dividual products, the ‘Continuing 
Study” method can predict the recep- 
tiveness of the consumer to certain new 
products,® as well as to price and style 
changes in existing products. Setting 
of a price policy with this type of de- 

5One drawback to this type of survey is that 
sharp changes in the economy can probably play 
havoe with price predictions. This is also probably 
true of the next-mentioned psychological studies, but 
less so if the retailer accepts the theory that con- 
sumption attitudes are the governing factor in the 
business cycle. 

® At the time of this writing, the Survey Center 
announced that consumer interest in the “compact” 
car is much higher than earlier predictions of the 
industry showed. (See New York Times, January 


13, 1960). What an important finding for an auto- 
mobile retailer! 


mand information can be useful pro- 
vided the retailer has done the neces. 
sary “spade work” of deciding how 
accurate this type of survey has been 
for his particular business in the past, 


National Industrial Conference 
Board 


The National Industrial Conference 
Board (under the financial sponsorship 
of Newsweek magazine) has recently 
started a survey similar to the Michi- 
gan study. It contains important fea- 
tures to increase its usefulness to the 
retailer. For one thing, it is published 
on a regular quarterly basis in News- 
week magazine as distinguished from 
the publication of data only two or 
three times a year by the Survey Re- 
search Center. Second and more im- 
portantly, it features more numerous 
breakdowns by merchandise classifica- 
tions. These classifications include 
dishwashers, air conditioners, floor 
coverings, and washing machines. 

This survey has not been in opera- 
tion very long and has yet to be tested 
in a recession market. But it does 
promise to throw considerable light on 
the retailer’s ever-recurrent problem 
of measuring demand. 


Summary 


The major advantage offered by both 
the Survey Research Center and the 
National Industrial Conference Board 
study is that they measuré demand for 
durable merchandise./The individual 
consumer is better able to predict his 
personal demands here than in fashion 
merchandise because the purchase of 


(Continued on page 55) 
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Competing Retail Systems: The 
Shopping Center and the 


Central Business District 


PAUL E. SMITH AND EUGENE J. KELLEY 


Associate Professor of Marketing, Michigan State University; 
Professor of Marketing, Graduate School of Business Administration, 
New York University 





are realized. 





Dr. Smith and Dr. Kelley both received their Ph.D.’s from New 
York University and are now assistant deans and professors of 
marketing in different schools. Here they explore the complex 
subject of retail systems analysis: the interaction between several 
factors such as store location, store image, source of customers, 
parking, traffic, and merchandise, as well as advertising, promo- 
tion, and personnel. The interaction of these components, they 
say, determines to a large extent whether sales and profit objectives 








One breakthrough in _ retailing 
thought may develop from increased 
understanding of how the success of 
one store depends on its relationship 
with the group of stores of which it 
is a part. Within the group are 
flows of markets, merchandise, infor- 
mation, money, manpower, and equip- 
ment which make up a retailing 
system. An analysis of how these ele- 
ments interact is the key to determin- 
ing how well the system works. 

Retail systems have the characteris- 
tic of any large input-output systems. 
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Retail systems are large because of the 
many degrees of freedom or dimensions 
of variability in the system. They are 
input-output systems because the in- 
puts assembled and combined by man- 
agements, supplemented by external in- 
puts, determine the outputs in the form 
of sales and profits. Sound retailing 
management requires that as many in- 
put factors as possible be recognized 
and manipulated to influence the re- 
sults achieved. 

The systems notion of feedback is 
a useful one in appraising operating 
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results. The return flow of informa- 
tion in the form of customer responses 
can be used to redesign and improve 
the efficiency of the system as a whole. 

In retail systems analysis, the inter- 
action between several factors must be 
considered, including the location of 
the store or stores, their general char- 
acter, source of customers, parking, 
traffic, and merchandise as well as 
advertising, promotion, and personnel. 
The interaction of these components 
to a large extent determines whether 
sales and profit objectives are realized 
and ultimately whether this system sur- 
vives and grows. Systems analysis can 


contribute to an understanding of how 
retail selling efforts are influenced by 
other forces than those within the for- 
mal company organization and can 
focus attention on the external factors 
which influence the operation of the 
system. 

The two retail business systems ex- 
amined in this article are each compet- 
ing marketing institutions. The planned 
or controlled shopping center has de- 
veloped over the past ten years; the 
central business district has evolved in- 
stitutionally over thousands of years 
of trial and error. Yet, systems analy- 
sis can be applied to both. 


The Shopping Center as a Total Business System 
Contrasted with the Central Business District 


The shopping-center planner has an 
opportunity to plan the center scientifi- 
cally in terms of its total environment 
and review the plan as the environment 
changes. The market is analyzed and 
the center planned in terms of the 
market within the appropriate driving- 
time zone. The data obtained from the 
analysis are used to project the size of 
the center, the merchant-—tenant mix, 
and merchandise assortments at the be- 
ginning and over a period of time. 
These same data are used by the stores 
in the center to plan store size, mer- 
chandise assortments, and price lines. 
Such market studies require continu- 
ous revision. Frequently a city or sub- 
urb will change over the years from a 
high- to middle-income area, or a good 
trading area may deteriorate and_ be- 
come a blighted section of the city. 

Shopping-center growth will be de- 
termined not only by the projected 
population growth in the area but by 


the ability to attract patronage from 
existing competition. This attraction is 
determined in part by such factors as 
customer satisfaction and loyalty to in- 
dividual stores. Systems analysis indi- 
cates that discounts have to be made 
for competition as well as population 
and different time-distance zones to re- 
flect such factors, 

A shopping center does not always 
meet the needs of shoppers nearby be- 
cause of lack of understanding of the 
nature of the market served by the 
total system. One example is a re- 
gional shopping center located near a 
medium-sized city with average family 
incomes of $16,000. This center leased 
space to stores that cater to the $7,000 
family income. As a result, its natural 
customer group has been forced to shop 
in the central business district of a 
neighboring city. The shopping cen- 
ter, in turn, derives the greatest share 
of its customers from a section of the 
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city which is not its natural trading 
area. 


Balanced Tenancy 


Another important systems concept 
in shopping center development is the 
theory of balanced tenancy or planned 
competition. In Shopping Center Plan- 
ning Management’ attention was 
called to the fact that retail shopping 
districts tend to develop over the years 
on the basis of trial and error. If any 
large retail business district lacks any 
part of the total one-stop shopping en- 
vironment, customer demands will 
force additional retail stores to fill the 
vacuum. A shopping center that lacks 
important units of total planned com- 
petition will encourage the establish- 
ment of competing shopping centers or 
flagship stores in the area. 

The systems approach to retail com- 
petition also involves determining the 
optimal mix of various kinds of stores. 
Every retail district needs prestige or 
magnet stores. Central business dis- 
tricts need outstanding stores, espe- 
cially those which will pull customers 
from great distances. These stores are 
the traffic-generating stores of the sys- 
tem. Regional shopping centers have 
the same problem since they must also 
be able to pull customers from some 
distance from the center. 

One of the complicating factors in 
establishing planned competition is the 
change in merchandise assortments car- 
ried by retail stores. Drug stores stock 
variety store merchandise, supermar- 
kets are selling drugs, and variety stores 

1 Paul E. Smith, Shopping Center Planning Man- 


agement. New York: National Retail Merchants 
Association, 1956, p. 17. 
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are becoming junior department stores. 
All of this complicates the competitive 
situation in any given area and is a 
reason why the systems mix must be 
reviewed regularly. 


Location and Layout 


A retail business system is pri- 
marily a merchandising operation. Real- 
estate factors are secondary in plan- 
ning shopping centers and the locating 
of the kinds of stores within the center 
itself. The location of a store in any 
shopping district must consider its lo- 
cation systematically in relation to com- 
plementary and compatible _ stores, 
traffic patterns, dominant stores, and 
available parking facilities. In one new 
shopping center, a nut shop was located 
off the main traffic lane. It is not pros- 
pering since it depends on impulse pur- 
chases of people going past that loca- 
tion. There are other examples where 
stores have been located in string streets 
off main traffic arteries either in shop- 
ping centers or in downtown business 
districts that were not located in the 
proper way from the standpoint of pe- 
destrian traffic. 

Frequently shopping centers are 
planned in such a way that stores are 
spread over a large area without con- 
sidering the effect on shopping and in- 
ternal shopping center traffic. This en- 
courages customers to move their cars 
from one section of the center to an- 
other, creating internal traffic problems 
and hazards to pedestrians. 


Complementary Store Concept 


Complementary stores are frequently 
located some distance apart. Neison in 
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The Selection of Retail Locations,* 
states a rule of retail compatibility : 


“Two compatible businesses lo- 
cated in close proximity will show 
an increase in business volume di- 
rectly proportionate to the inci- 
dence of total customer inter- 
change between them, inversely 
proportionate to the ratio of the 
business volume of the larger store 
to that of the smaller store, and 
directly proportionate to the sum 
of the ratios of purposeful * pur- 
chasing to the total purchasing in 
each of the two stores.” 

* A purposeful purchase is one made by a 
shopper who, when interviewed, states that a 
visit to the store was a major purpose of the 
shopping trip. Total purchases, of course, in- 
clude incidental and impulse purchases as 
well. 


He goes on to say: 


“These relationships may be ex- 
pressed in the equation: 


. . * Vs oe 
V=I1(V14+Vs) XV] «(Fi + 2) 
in which: 


V1 equals volume of larger store 
(total purchasing ) 

P1 equals purposeful purchasing 
in larger store 

Vs equals volume of smaller store 
(total purchasing ) 

Ps equals purposeful purchasing 
in smaller store 

V equals increase in total volume 
of two stores 

I equals degree of interchange 


“If there are two retail stores 
side by side and one customer in 
100 makes a purchase in both, the 
rule indicates that together they 
will do one per cent more business 
than if separated by such a dis- 
tance as to make this interchange 
impossible or unlikely. If one cus- 
tomer in 10 makes purchases in 
2 Richard Nelson, The Selection of Retail Loca- 


tions. New York: F. W. Dodge Corporation, 1958, 
pp. 66-67. 


both stores, their total increase in 

business will be about 10 per cent. 

Theoretically, if every customer 

bought in both stores, their total 

business volume would double, if 
both businesses did about the same 
dollar volume.” 

This theory may explain why two 
competing stores tend to do better if 
they are located near each other, as- 
suming sufficient market to support the 
stores. This is particularly true of traf- 
fic-generating shopping goods stores. 


Layout 


The location of parking in relation 
to the stores in the center must be con- 
sidered. Supermarkets should be lo- 
cated near each other in order to invite 
comparison shopping and prevent the 
movement of cars from one place in 
the center to another. The layout of 
other stores should be in terms of the 
complementary stores concept. A de- 
partment store should be surrounded 
by stores that sell the same kind of 
merchandise that it sells. This is so, 
both from the standpoint of the de- 
partment store and its satellite stores. 
Variety stores and similar stores that 
live off traffic generated by other stores 
should be located on a main pedestrian 
artery either downtown or in shopping 
centers. Some shopping centers and 
downtown business districts tend to 
have complementary stores near each 
other in relation to the price of the 
merchandise. Fifth Avenue in New 
York City and Michigan Avenue in 
Chicago are dominated by expensive 
shops while some of the department 
stores cluster on other nearby streets. 
In some shopping centers the tendency 
is to place the better-quality-type stores 
near each other and group the stores 
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catering to the medium-price merchan- 
dise in other locations within the center. 
Thus there is considerable similarity in 
the spatial arrangement of the shopping 
center and the downtown business dis- 


trict. The chief difference is the shop- 


ping-center advantage of beginning 
with a plan and, of course, in the 
smaller number of stores in the center. 


Traffic and Parking 


Frequently merchants in a central 
business district attempt to act jointly 
on traffic problems. But there is evi- 
dence to indicate that merchants tend 
to take a highly individualistic view of 
traffic and parking surrounding their 
stores. In several cities merchants have 
been most firm in their reluctance to 
change the parking situation. Investi- 
gations sometimes indicate that the 
merchant himself is the one who parks 
in front of his own store and thereby 
occupies the most valuable parking 
area. 

Research in regional centers indi- 
cates that most customers do not like 
to walk much more than 600 feet from 
parked cars. Therefore, a retail busi- 
ness district, either downtown or in the 
shopping center, must include sufficient 
parking within 600 feet or customers 
will tend to move their cars from one 
location to another. This creates haz- 
ards and eventually results in customer 
reluctance to shop in the area. 

Central business districts have made 
some efforts to enhance shopping en- 
vironment. Toledo, Ohio, on a 45-day 
trial basis and Kalamazoo, Michigan, 
on a permanent basis have attempted 
to create a park-like atmosphere down- 
town by taking traffic off the main 
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street. These are attempts to create 
the same kind of shopping environment 
one finds in a well-designed and archi- 
tecturally sound planned shopping cen- 
ter. It will be interesting to see what 
the effect of this will be over an ex- 
tended period of time. At this point, 
the initial results appear to be favor- 
able. Such innovations in downtown 
layout are frequently tied in with many 
bargain promotions which are not in- 
dicative of the real ability of the down- 
town business district to draw people. 
Retailers seem to feel consistently that 
people are only interested in price. This 
attitude is reflected in newspaper ad- 
vertising and other promotional ef- 
forts. Before the actual effect of these 
parklike atmospheres in the city can be 
evaluated, something other than price 
promotions should be attempted. These 
promotions attract bargain hunters and 
people residing near the downtown 
area, but do not consistently attract 
suburban customers. 


Promotion of the Total Retail Busi- 
ness System 


The planned shopping center has one 
great competitive advantage over other 
business districts: shopping centers 
offer opportunities for stores to co- 
operate’ in promotions, services, and 
other joint efforts. In contrast, the 
downtown business district historically 
has ‘been viewed as comprising a 
group of merchants pursuing their 
own individual store operations unre- 
lated to other district stores. What 
would happen if a central business dis- 
trict put together a complete promotion 
package extending over a period of 
time and publicized the offerings to be 
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found in the downtown business dis- 
trict as contrasted to competing shop- 
ping centers? There is not a single 
shopping center in the country that 
could compare with the merchandise 
assortment and combined market mag- 
netism of the central business district 
of its metropolitan area. 

Perhaps the most important element 
needed is the leadership of intelligent, 
interested businessmen concerned with 
the welfare of an area. The total sys- 
tem concept can be used by merchants, 
bankers, and public officials to develop 
a trading and social environment which 
complements the type projected in 
individual stores and institutions. If 
merchants can transpose their thinking 
from exclusive concentration on their 
own stores to thinking of the total re- 
tail system, more sales for their indi- 
vidual stores and the whole downtown 
business complex would probably re- 
sult. 

It may be too much to hope that sys- 
tem-wide promotion will ever be shared 
by merchants in central business dis- 
tricts. However, in the case of the 
shopping center where the land and 
stores are owned by one landlord, it is 
a comparatively easy thing to do. The 
landlord has a very important stake in 
the sales of the stores in the center. 
For this reason, landlords should share 
in the cost of promotion. There is 
indeed a growing interest in total shop- 
ping-center promotion by many shop- 
ping centers throughout the country. 
Northgate Shopping Center in Seattle 
was one of the first to realize this po- 
tential. This center continuously se- 
cures the total efforts of all the mer- 
chants in center-wide promotional ef- 


forts. The Eastland and Northland 


shopping centers in Detroit have also 
given center-wide support to many suc- 
cessful promotional programs. 

Most downtown business districts as 
well as planned shopping centers con- 
sider only seasonal promotional efforts 
such as Christmas and Easter as total 
system-wide promotions. These pro- 
motions are usually successful. How- 
ever, such promotions are often limited 
to cut-price and bargain appeals to at- 
tract people to the downtown business 
district or shopping center. There are 
few consistent quality and value pro- 
motions in central business districts 
comparable to those conducted by some 
regional centers. 


Retail Systems and the Community 


The success of a retail system is de- 
termined by many factors in addition 
to stores. New York retailers get a 
substantial amount of business because 
of the attractions of theaters and civic 
affairs. Northland Center and other 
shopping centers have established a 
number of auditoriums and clubrooms 
which attract people to the center for 
social reasons. These people develop 
the habit of considering the center and 
the central business district as com- 
munity gathering places. Since shop- 
ping habits tend to follow other habits, 
consumers not only tend to buy when 
attending civic affairs in shopping cen- 
ters, but to carry with them a feeling 
of friendship and respect for the cen- 
ter itself. This potential is almost com- 
pletely neglected by central business 
districts and neighborhood shopping 
districts. Very seldom does a string- 
street business district or a small-town 
business district support community 
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activities to attract people to the area. 

One of the characteristics of the 
shopping-center movement has been a 
substantial effort by the more success- 
ful developers to integrate their new 
shopping centers into the communities 
served. As mentioned, various devices 
such as auditoriums, clubrooms, restau- 
rants, recreational facilities, and com- 
munity services seem to be part of the 
integrated planning of center operators. 
What these people may have recognized 
instinctively is that shopping has both 
economic and social dimensions. [e- 
cause the shopping center is developed 
as an entity it can consider all of these 
elements before it is built. This does 
not preclude the retailers in any estab- 
lished district from making efforts to 
attract people downtown. If the down- 
town merchants do not think of the 
customer as an economic and _ social 
being, the further decline of the down- 
town business district is likely. The 
decline of motion picture theaters as a 
downtown attraction may have in- 
creased the reluctance of people to go 
downtown for shopping. Merchants 
must make an organized effort through 
the Chamber of Commerce or mer- 
chants association to promote activities 
in addition to their stores and mer- 
chandise. 


The Merchants Association 


The merchants association in a shop- 
ping center or in an unplanned business 


A PROGRAM FOR 


Merchants wishing to study and 
change the business system of which 
they are a part might well consider a 
program such as the following: 
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district should think of itself as a serv- 
ice organization serving the total mer- 
chant mix in the system. The merchants 
association should combine the efforts 
of all the merchants to analyze and act 
on the total system situation. When a 
store submerges part of its identity to 
become known as a component of the 
total system, it will gain benefits. When 
its merchants identify their store as a 
part of the system, the total impact of 
this act on the community is likely to 
be greater than would be obtained by 
the individual promotional efforts of 
each merchant acting independently. 

A merchants association should be 
concerned with answering some of the 
following questions: Has there been 
a change in the customers coming into 
the system in terms of numbers, 
sources, income levels, and other per- 
tinent data? Has there been a relative 
change in the ability of the business 
district to attract people from a dis- 
tance? Has there been a movement of 
the stores in the district toward other 
geographical locations, and what has 
been this effect on the ability to attract 
the kind of people needed in the down- 
town business district? Is the business 
system effectively serving the customer 
in terms of assortments and services? 
Is transient traffic an important source 
of customers, and is this transient traf- 
fic changing, increasing, or decreasing ? 
The new federal expressway program 
may increase the relative pull of the 
city. 


SYSTEMS ANALYSIS 


1. Markets. An extensive economic 
and marketing analysis should be made 
of the trading area served by the sys- 
tem. This study should be revised every 
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three or five years depending on the 
rate of change. Included in the analysis 
would be a study of customers shop- 
ping in the business district, classifica- 
tion of personal data for these cus- 
tomers such as residence, income level, 
husband’s occupation, wage earners in 
the family, the stores visited when they 
enter the business district and in what 
order, the length of time they spend in 
each store, their reasons for coming to 
the business district, the merchandise 
purchased while they are shopping, 
merchandise not usually bought there, 
the number and kinds of people in cars, 
and the movement of the cars within 
the system. 

2. Stores. The retail stores in the 
system should be surveyed and analyzed 
in relation to the customer. Included 
would be an analysis of the merchant 
mix in the business district, the number 
of businesses that have changed their 
location, and the reasons for mortali- 
ties. Data should be gathered about 
traffic and parking, the changing in- 
come levels in the area as related to 
the merchandise assortments in the cen- 
ter, and changes in the financial or 
leasing or tax structure in the down- 
town business district as related to the 
profits derived from stores sales. Such 
studies can be useful in updating the 
tax structure. 

3. Social factors. Elements of other 
social and economic factors involved 
in the system should be studied to de- 
termine their effect on the shopping 
habits of consumers in the city. For 
example, there may be changes in the 
political, cultural, and social activities 
in the various areas. 

4. Competitive co-operation. Stores 
in the system should be studied and 
analyzed in relation to such things as 
co-operative sales efforts, advertising, 


maintenance, merchants associations, 
and employee relations. In older dis- 
tricts or in new planned districts where 
an organization structure exists, these 
should be analyzed in terms of the 
functions of the merchants association 
and interrelationships existing between 
stores in the district. 

A retail system is effective when it 
offers values in merchandise, services, 
and convenience to its customers greater 
than the sum of the attractions of the 
individual stores. The value difference 
accounts for the profit rewards of shop- 
ping center promoters and is available 
to other groups of merchants willing 
to act in systems terms. Profits can be 
earned from the differential value added 
to a planned, integrated shopping cen- 
ter over an unplanned, nonintegrated 
business district. The sources of the 
greater difference lie in the greater cus- 
tomer attraction based on the combined 
promotional and service effort, mer- 
chandise assortments, location differen- 
tiation, and parking. 

Differential value can be added by 
retailers operating in unplanned busi- 
ness districts if a system-wide view of 
the district is taken. The suggestions 
for co-operative action on customer 
analysis, planned competition, location 
and layout, traffic and parking, promo- 
tion, community development, and co- 
operative merchants’ activity which are 
made in the article should be explored 
and acted upon. 

Members of retail systems are likely 
to gain a competitive advantage over 
other retailers who persist in outmoded 
ways of thought about the nature of 
retail competition. The real competi- 
tion of a merchant is not necessarily 
found in the next store. It is equally 
likely to be a competing, better-organ- 
ized business system. 
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SANS—A Simplified Account- 
Numbering System 


How to Number Accounts Alphabetically and Numerically at the Same Time 


GEORGE G. O’BRIEN, HENRY F. SHERWOOD, AND 
RICHARD E. TRUEMAN 


Division of Management Sciences 
Touche, Ross, Bailey, and Smart 
Detroit, Michigan 





What are some of the practical problems of using a common, com- 
munity-wide credit plate and account number for each customer? 
Can a method be devised to number accounts alphabetically and 
numerically at the same time? Can the same method be used for 
hand methods, mechanical methods, punched cards, or fully elec- 
tronic systems? And can the same system be applied to any size file? 

The authors propose a system which they believe meets the above 
needs of the retailer who has been catapulted into an age of auto- 
mation. Dr. George G. O’Brien is director of operations research, 
Henry F. Sherwood is the manager of retail data processing, and 
Richard E. Trueman is program manager of operations research, 
all in the Division of Management Sciences at Touche, Ross, Bailey, 


and Smart, Detroit. 











The rapid advent of automation in 
customer accounting indicates that con- 
sideration of the community-wide use 
of a common credit plate and account 
number is both practical and timely. 
The increased interest and activity in 
community common-plate projects has 
focused attention on the need for a 
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suitable system of customer account- 
numbering. A completely acceptable 
system has not been available; we pro- 
pose a system in this paper which we 
believe fills this need. 

Alphabetic identification on source 
documents such as sales checks does 
not permit efficient sorting or posting. 
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It leads to more frequent filing and 
posting errors because of the occur- 
rence of similar names. Such is not the 
case where processing is based on a 
unique number. When processing is 
based on a number, not only will there 
be more accurate and faster sorting, 
but there will also be better carriage. 
This is true for all stores including 
those using electronic data-processing 
equipment, since numbers are the basic 
language of machines. 

To be completely satisfactory a com- 
munity account-numbering system 
should serve all stores in the group 
equally well, whether they bill on con- 
ventional, tabulating or electronic data- 
processing equipment, and no matter 
what their method of authorization 
may be. 

The numbering of customer accounts 
is therefore imperative because of the 
duplication of names and because it 
facilitates the speed with which an ac- 
count can be located. In the past vari- 
ous methods have keen employed in 
selecting a number for each individual 
account. These include: (1) the 
straight numeric account number sys- 
tem, (2) a modified straight numeric 
system, (3) a system whereby numbers 
are assigned on a straight numeric 
within blocks designated by a billing 
cycle prefix, (4) alpha-numeric sys- 
tems. 

The straight numeric account-num- 
bering system is one in which each new 
account is assigned the smallest unused 
positive integer. Thus if the last ac- 
count was numbered 637, the next new 
account would be number 638. One 
may, or may not, re-use the numbers of 
closed accounts, if such exist, first. 

Of all account-numbering systems, 


the straight numeric is the easiest to 
maintain. It presents no expansion 
problems, and it requires the fewest 
digits per account number. Although 
the number of digits is of little im- 
portance in an EDP system, where an 
account can be identified in a single 
pass, it is of significance in a conven- 
tional tabulating installation which re- 
quires a separate sorting pass for every 
digit in the number. 

However, a straight numeric method 
does require cross-referencing in a re- 
tail operation, since inquiries and au- 
thorizations may be referred to by 
either name or number. This cross-ref- 
erencing will impose undue time delays 
upon a customer who is waiting on the 
sales floor, and demands excessive time 
of store personnel. Moreover, the 
maintenance of duplicate files for this 
purpose is costly. 

A modified straight numeric system, 
in which numbers are assigned in 
straight numeric sequence within each 
letter of the alphabet, is sometimes 
used. This system contains the ad- 
vantages and disadvantages of the 
straight numeric system, having the 
added advantage of separating the ac- 
counts into 26 groups, one for each 
letter of the alphabet. 

A system whereby numbers are as- 
signed on a straight numeric basis 
within blocks designated by a billing 
cycle prefix is a modification and im- 
provement upon (2). Such a system 
would serve those stores which have, 
or will have, electronic data-processing 
equipment better than (1) or (2) 
above. However, cross-referencing 
would still be required unless negative 
authorization is employed. 

Alpha-numeric systems are defined 
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to be those systems in which accounts 
are numbered in such a way that any 
account which alphabetically precedes 
another account will always have a 
lower number assigned. Such a system 
js ideal, but problems arise in maintain- 
ing the alpha-numeric aspect of the sys- 
tem, upon the addition of new accounts. 
The following discussion is concerned 
with alpha-numeric systems and the 
effect upon them of the addition of new 
accounts. 

Alpha-numeric systems allow look-up 
by either name or number. However 
systems which are initially alpha-nu- 
meric may all too soon become only 
partly so. Indeed, both in banking and 
retailing, there are historic examples 
of alpha-numeric systems which did 
not perform according to the expecta- 
tions of their promoters. These fail- 
ures have been attributed to an unex- 
pected influx of new accounts or to un- 
usual concentrations in segments of the 
alphabet. The most likely cause of fail- 
ure was the lack of a proper base. By 
proper base is meant an alphabetic dis- 
tribution of original accounts which is 
representative of all the accounts which 
will eventually appear in the file. One 
must not therefore hastily condemn 
alpha-numeric systems per se, but 
rather question the design of those 
that failed. 

A notable failure of an alpha-nu- 
meric system occurred at Peck & Peck 
(Reference 7). According to Mr. Vin- 
cent C. Bitter, Vice President and Con- 
troller: “The seven digit basic account 
number provided for 9,999,999 num- 
bers, and since the existing file con- 
sisted of approximately 300,000 ac- 
counts, each existing account in alpha- 
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betic sequence was assigned 32 numbers 
apart.” 

After three months of operation this 
32-number interval was found to be 
totally inadequate “because the activity 
in the uncommon names was high.” 

The numbering plan was then 
changed so as to permit a spacing of 
1024 numbers between existing ac- 
counts. This method allowed the addi- 
tion of a minimum of 10 new accounts 
between existing accounts, while main- 
taining the strict alpha-numeric se- 
quences. But 11 months later Peck & 
Peck had exhausted capacity in certain 
sections of the file, due to: “high ac- 
tivity in uncommon names as well as 
the high incidence of error in locating 
the correct alphabetic position and in 
the assignment of the new number.” 
At that point the alpha-numeric con- 
cept was abandoned and numbers were 
assigned in straight numeric sequence 
within each letter of the alphabet. 

The major cause for failure on both 
occasions was attributed to high ac- 
tivity in the uncommon names. Peck & 
Peck is a national organization, but 
growth happened to be regional, which 
resulted in the insertion of regional 
name patterns into a national base. This 
was recognized by Miss D. Teubler * 
of the same organization who stated: 
“After our experience in this installa- 
tion we would not recommend alpha- 
numeric coding plans unless the ac- 
counts are concentrated in a particular 
geographic area... .” 

It seems highly likely that provision 
of adequate overflow areas could have 
significantly increased the life of this 
system. Certainly the lack of such pro- 
vision, coupled with disproportionate 


1 Private communication, November 7, 1958. 
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regional activity within a national file, 
contributed to the system’s early 
failure. 

The best base for an alpha-numeric 
system is a local community. Com- 
munity groups provide a broad base 
which establishes the local distribution 
of names, taking into account ethnic 
irregularities. 

A proper base is not the only im- 
portant consideration. Systems which 
require a complicated procedure for as- 
signing new account numbers should 
also be avoided. It must be realized 
that the clerical help which will be used 
for this task is generally limited in 
ability. 

Several account-numbering systems 
either recommend or require the use of 
specialized account-number assignment 
sheets. But for reasons of greater flexi- 
bility, greater accuracy in the assign- 
ment of account numbers and terminal 
check digits, and a smaller investment 
in files and supplies, a punched-card 
master file could be used rather than 
an account-number register. In addi- 
tion, for address changes, a punched 
card can easily be reproduced for each 
participating store in order to show the 
corrected addresses. 

A method will now be described 
which will provide almost exact simul- 
taneous alphabetic and numeric se- 
quencing even for a growth of several 
hundred per cent in the size of the 
original account file. 


The SANS Method 


In the Simultaneous Alphabetic and 
Numeric Sequencing (SANS) method 
developed by the authors, the original 
accounts are ordered alphabetically and 


then numbered so that there will be 
‘s’ unassigned numbers in the ir’ rya] 
between each account. ‘s’ is therefore 
the interval size and will be chosen al- 
ways equal to 2*—1, where k is some 
positive whole number. Thus, for k=1, 
s=1; for k=2, s=3; for k=3, s=7, 
and so forth. As each new account is 
received, it can then be given a number 
just halfway between the two accounts 
which bracket it alphabetically. It can 
be seen that this interval-halving tech- 
nique guarantees at least ‘k’ new ac- 
counts in proper alphabetic and numeric 
sequence between any two original ac- 
count numbers. A new account falling 
alphabetically between two existing ac- 
counts already bearing consecutive 
numbers will be assigned a number in 
what will hereafter be termed an over- 
flow area. 

For ease in new acount-number as- 
signment, it is desirable to manipulate 
as few digits as possible. Therefore 
the available numbers are partitioned 
into groups of 1,000, making it pos- 
sible to work only with the last three 
digits in any given group. Thus if 
eight-digit numbers are used, all ac- 
count numbers in any one of the 
100,000 groups (of 1,000 numbers 
each) will have the same first five 
digits. With an account number of 
43712652, 43712 represents the group 
number and 652 the position within 
the group. A simple chart can be used 
to assign new numbers, thereby elimi- 
nating calculations and making assign- 
ment extremely rapid. 

The size of the overflow area in a 
group is determined by the interval 
size and the number of intervals per 
group. For an interval size of 127, 


ran 
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FIGURE 1 
Order in which Netw Accounts Arrive 
Account Original r —~. _ 
Number Accounts 1 2 3 4 5 6 
4008 Baade_ ) 
4009 
4010 < > Baas 
*Baate 
4011 < — wie 
412 <—— > Babbage — - 
4013 
4014 < + Babcock 
4015 < Babich 
4016 Babish ieee ie ea 











* No space left, must go into overflow area. 


for example, it would be possible to 
have a maximum of seven such inter- 
vals per group of 1,000 numbers. Since 
there are 128 spaces per original ac- 
count (the original account number 
plus 127 spaces), this leaves 1,000— 
(7X 128) or 104 spaces in the overflow 
area. The interval-halving technique 
could also be applied to the first 64 of 
the 104 overflow spaces, thereby assur- 
ing that at least the first 7 overflows 
in any group would be properly se- 
quenced within the overflow area. It 
has not been demonstrated that se- 
quencing part of the overflow areas is 
economically justified, although it intui- 


tively appears to be if ‘s’ is as large as 
127. 


Illustration 


Consider the following simplified 
example : 
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In a particular system, suppose it 
had been decided to allow seven num- 
bers between each of the original ac- 
counts. At least three new accounts 
can therefore be properly sequenced 
without the possibility of an overflow. 
Suppose we have two consecutive origi- 
nal accounts, in the names of BAADE 
and BABISH, numbered 4008 and 
4016, respectively. Consider the addi- 
tion of those new accounts which hap- 
pen to fall alphabetically between these 
two original accounts. Say that the 
new accounts arrive in this order: Bab- 
bage, Baas, Babala, Baate, Babcock, 
and Babich. Figure 1 shows how these 
new accounts would be numbered. 

In this example, we see that the 
fourth entry, which was the first one 
that could have resulted in an overflow, 
actually did generate an overflow. The 
next two entries were properly se- 
quenced. 











24 JOURNAL OF RETAILING 


Mathematical Analysis 


In order to determine the practicality 
of the proposed system, we would like 
to know what percent of the time a 
transaction will necessitate reference to 
an overflow file. This requires an 
evaluation of the expected number of 
overflows resulting from the addition 
of new accounts. 

It can be shown that when new ac- 
counts are added to a system, the frac- 
tion which overflows is dependent only 
on the ratio of new accounts to original 
accounts and on the number of spaces 
left between original accounts. The 
actual determination of the number of 
overflows can be logically divided into 
two distinct and independent parts : 

The first part involves the determi- 
nation of the number of intervals which 
contain exactly 0, 1, 2, 3,... new 
accounts. This can be handled analyti- 
cally in a_ straightforward manner. 
Consider an ordered alphabetical ac- 
count listing containing a ratio of ‘m’ 
new accounts for each original account. 
Suppose ‘m’ were equal to 2. The prob- 
ability that a particular account chosen 
at random will be an original account 
is 4, since one of every three accounts 
is an original account. Similarly, the 
probability of randomly selecting a new 
account is ¥. Selecting any original ac- 
count within the account file, the proba- 
bility that it is followed by a sequence 
of, say, three new accounts and an 
original account is %X § X 3X 4, or %{4, 
since each of the probabilities is inde- 
pendent. Thus if we had 81,000 origi- 
nal accounts and added 162,000 new 
accounts, we could expect very close to 
8,000 intervals containing exactly three 
new accounts. In general, the proba- 


bility of an interval containing exactly 


‘x’ = 1 m x 
x new accounts is {| ——~ : 
m+1/\m+1 


When these probability values are 
multiplied by the number of original 
accounts, they give the expected num- 
ber of intervals containing ‘x’ new 
accounts. 

The second part is concerned with 
the determination of the expected num- 
ber of overflows in an interval of ‘s’ 
spaces which contains ‘x’ new accounts. 
This part is not at all straightforward. 
A general solution does not appear to 
be feasible, using any direct analytical 
approach. Therefore, the problem was 
simulated on a high-speed computer, 
using Monte Carlo techniques. 

Knowing the expected number of 
intervals containing ‘x’ new accounts 
and the average number of overflows 
generated in each such interval, the 
total number of overflows can be calcu- 
lated for any given ratio of new ac- 
counts to old accounts. 

To simplify the analysis, it has been 
assumed that any number assigned to 
an account is not used again even 
though that account may be closed. 
This is certainly conservative, since any 
re-use of such inactive account num- 
bers would tend to decrease the num- 
ber of overflows. 





A Practical Example 


Suppose we wish to evaluate the use- 
fulness of the proposed method for a 
system based on: 

(a) 600,000 original accounts 

(b) Eight digits available for ac- 

count numbers 

Eight digits allow 100,000,000 num- 
bers, which can clearly be divided into 


we 
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100,000 groups of 1,000 numbers each. 
With 600,000 original accounts, six 
accounts can be assigned to each of the 
100,000 groups. A maximum of 127 
spaces can be left between each account 
within a group, resulting in an over- 
flow area of 232 spaces. The interval- 
halving technique will be applied to 
128 of these overflow spaces. Within 
this position of the overflow file, all 
accounts will be in alphabetical order. 
The remaining 104 spaces can be con- 
sidered as a supplementary overflow 
area. Accounts in this supplementary 
overflow file will not be in alphabetic 
order. 

Determination of the number of 
overflows resulting from the addition 
of new accounts gives the table shown 


below : 
TABLE I 
Percent 
of 
Alpha- 
betic 
Trans- 
Number Average actions 
of Number Requir- 
New Ac- Expected of Over- ing Ref- 
counts T otal flows erence to 
(Mil- Percent Over- per Overflow 
lions) Increase flows Group File 
as hs coor 50 2 0 0 
dic So ats 100 100 0.001 0.01 
ae 200 2,500 0.03 0.2 
Res ba we 300 13,000 0.1 0.5 
A. ee 400 34,000 0.3 | 
| 500 68,000 0.7 1.9 
GP Sou cae 600 = 124,000 1.2 2.9 
Oe cn iads 700  =197,000 2.0 4.1 
ae 800 278,000 2.8 5.4 


From the table, it can be seen that 
a system growth of nearly 400% can 
be tolerated before one transaction out 
of 100 requires a reference to the over- 
flow file. At that time, the average 
number of overflows in any particular 
overflow file is much less than 1. Re- 
sults of the simulation mentioned pre- 
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viously indicate that we can expect, on 
the average, that the first 14 overflows 
will be in proper sequence within an 
overflow area of 128 spaces. Thus the 
frequency of usage of the supplemen- 
tary overflow area will be extremely 
small, assuring that the overflows in 
any group wiil almost invariably be in 
alphabetic order in the overflow area. 

We could add over 2,000,000 new 
accounts and only one alphabetic file 
reference out of 100 would require ex- 
amination of the overflow section of 
the file. Reference to the overflow file, 
when necessary, should take no longer 
than reference to the main file. Any 
numeric reference would, of course, 
be immediate, since all accounts are in 
numeric order. The average time for 
a file reference should then not exceed 
101/100 of the time required if there 
were no overflows whatsoever. Thus 
in this example we have been able to 
enlarge our initial file by almost 400% 
for an increase in clerical-file reference 
time of only 1%. This assumes alpha- 
betic referencing only and would be 
lowered by any appreciable amount of 
numeric referencing. 

A system with an account growth 
rate as high as 20% annually (com- 
pounded) would not reach this 1% 
level for over eight years. Even well 
beyond that point, the system would 
still be highly efficient. If the annual 
growth rate was 10%, it would take 
almost 16.5 years to reach this level. 


Conclusions 


A practical and straightforward ac- 
count-numbering method has been de- 
scribed which will allow almost exact 
simultaneous alpha-numeric sequencing 
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even for a very large increase in file 
size. The method is equally usable for 
hand, mechanical, punched-card, or 
fully electronic systems and is appli- 
cable to any size file. The use of 
punched cards makes the physical file 
inexpensive and adaptable for other 
uses, such as address duplication. As- 
signment of number is simple and fast, 
and can be done accurately by unskilled 
personnel, 


REFERENCES 


1. National Cash Register Co. Publication 
8P-1401, “‘Numeric Systems for Checking Accounts” 

2. Diebold Incorporated Publication AL-4851-959, 
“Diebold Alpha Numeric System for Account 
Numbering” 

3. Eldon C. Higgins, Retail Control, January 
1959, “Retail Account Numbering”’ 

4. IBM Publication 32-3793-6 ‘Modern Coding 
Methods” 

5. Bank Management Commission, American 
Bankers’ Association Publication #144, June 1958, 
“Account Numbering and Check Imprinting” 

6. N.R.M.A. Electronics Committee Meeting 
notes, November 10th and 11th, 1958 

7. Retail Control, October 1958, “Automating 
Accounts Receivable” 











A Common-Sense Approach to 


Increased Retail Profits 
GEORGE C. ENGEL 


Vice President, Amos Parrish and Company, Inc. 





Gaertner, Jr., and Associates. 





The author shows how to increase profits by the use of a single 
quantitative measurement of performance, called “Traffic Pro- 
ductivity Ratio” or TPR. This measurement, he says, will accom- 
plish two things: (1) provide management with heretofore un- 
available facts about the operation; (2) tell the executive, at a 
glance, which departments require his immediate attention. 

Detailed examples show the application of the method to the 
comparative performance of sales clerks, to the success of an 
advertisement in increasing store traffic, and to the comparative 
profit performance of two branch stores. 

In addition to his duties as vice president of Amos Parrish and 
Company, Inc., Mr. Engel is director of special services for Fred 
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Profits in retailing are the results 
of sound management decisions in all 
areas of operation in that complex 
organism—the retail store. The pur- 
pose of this article is to describe a new 
technique which will provide manage- 
ment with a source of decision-making 
facts not easily available heretofore. 

The backbone of the method is the 
establishment of a single quantitative 
measurement of performance, called 
“Traffic Productivity Ratio” or TPR. 
This statistic is applicable to both de- 
partmental and individual performance 
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measurements, and serves to call im- 
mediate attention to any failure in 
reaching full operating potential. The 
supporting data pinpoint the reasons 
for not achieving optimum perform- 
ance, thereby making possible remedial 
action. 

The purpose of measuring perform- 
ance is to enable management to an- 
swer the question, “How effective a 
job are we doing?” In retailing, the 
goal is to operate at a satisfactory 
profit, while satisfying every custom- 
er’s reasonable merchandise desires to 


wii 
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the fullest extent. The degree to which 
this is accomplished is what is meas- 


ured by TPR. 


Management Decisions 


Every minute of every day, the re- 
tail executive is faced with making de- 
cisions that will determine the success 
of the operation for which he is re- 
sponsible. These decisions will involve 
the spending of large sums of the com- 
pany’s money: buying, advertising, 
purchase of equipment, branch-store 
development, etc. This same executive 
is also responsible for saving the com- 
pany’s money through expense reduc- 
tion programs, i.e., tighter inventory 
control, self-service, reduction of ad- 
vertising, smaller staffs, etc. An im- 
portant part of the executive’s time 
will be occupied with union relation- 
ships, training, hiring, promotions, dis- 
missals, and morale. 

All of the above must fit into the 
framework of store policy. To compli- 
cate matters, this policy is usually 
loosely defined, and is used, mostly, to 
justify top-level criticisms of decisions 
that did not pan out successfully. 

The weak executive bases his de- 
cisions on either, “This is the way it 
has always been done,” or “This is 
what I think that the president would 
like.” If the situation really calls for 
imaginative thinking, the safest thing 
to do is either to postpone action in- 
definitely, or to have a committee meet- 
ing. This device can frequently delay 
a decision for a year or more, while 
giving management the satisfactory 
feeling that something is being done. 

The able executive bases his decisions 
en experience and facts. His major 


problem is not in the making of a de- 
cision, but in getting the true facts and 
having the time to think about them, A 
partial solution to the time problem is 
the adoption of the “Instrument Panel” 
concept of control. This permits a con- 
centration of thinking time in those 
areas requiring executive attention. The 
only thing that has prevented a wider 
spread of this technique is a feeling 
of a loss of security on the part of some 
executives, who feel safer with a volu- 
minous report (which they don’t have 
the time to read) in the right-hand desk 
drawer. 

The TPR statistic is calculated for 
the purpose of making profit decisions. 
It is not a panacea for all management 
problems, but it will accomplish two 
things : 

1. Provide management with 
the fundamental facts on which 
to make decisions 

2. Tell the executive, at a glance, 
which departments require his 


immediate attention, and in 
what direction 


Traffic Productivity Ratio 


The necessary facts for making a 
study of the traffic productivity of both 
the salespeople and the departments can 
be gathered by regular store personnel 
—and at a very low cost. The TPR 
data include the following: total traf- 
fic, units sold, transactions, walk-outs, 
and the number of salespeople. The 
traffic, transaction, and walk-out figures 
are broken down into five customer age 
groups. The walk-outs are analyzed by 
reason. 

To illustrate the mathematics of 
TPR, the formulas are applied in 
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TABLE I 
Departmental Statistics 
Average retail price............0.- $ 20.00 
TE MINN ess von eae ocr aie’ 8.00 
Units sold per week.............06. 240 
PERMES DE WEEE. Sickie sdccmeeesens 400 
Transactions per week............. 200 
Planned volume (units)........... 250 
Number of salesladies.............. 5 
Desired Statistic Formula Example 
, ct ‘ its sold 240 
ME DYOOUICHIVICY AGO. 556. occ ccs oecseccees en —— =e OO 
' traffic 400 
7 transactions 200 
Meerent OF THMING SONG ob okie eck Sa Eclee Sco ccowees : = =e = SO 
traffic 400 
vralk-outs 200 
en NREL COE MUIUECINES sale es SG aw hiee Keres Bann no = SO 
traffic 400 
ip 2 
inate OIG DET CUBLOINEL &...6.6:6.66d0wis ee sisteassaececees units sold . 240 _ 1.20 
transactions 200 
Stesned traffic plan volume 250 = 417 
SE ee ees y TPR 
MUMIIC-SAICS GIT] FALIO. 5. ick cckcsceccevesteseaseur traffic __ 400 = 16-1 
girl-days 25 


NL ORT SINE OS HEMI 5 oie us oceies vn Qaeaiis ss 


Table I to the operation of a typical 
Junior Dress Department. 

Walk-outs are the basic evidence of 
customers’ dissatisfaction with the 
store. By knowing the number of walk- 
outs and the reasons, management can 
take constructive steps to control this 
tremendous loss of sales. This infor- 
mation is supplied by the TPR reports. 
Table II shows the reduction in walk- 
outs required to increase sales by 25 
per cent. 

A low Traffic Productivity Ratio is 
caused by deficiencies in one or more 
of the following factors: (1) mer- 
chandise, (2) merchandising, (3) sell- 
ing, (4) service. How these deficien- 
cies are diagnosed by the use of TPR 
is illustrated in six examples covering 
different typical operational problems. 
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ne TPR & Gross Margin 


8 < .60 = 4.80 


TABLE Il 


Reduction in Walk-outs Required 
to Increase Sales by 25 Per Cent 


% Decrease YW Increase 


Sales Walk-outs in Walk-outs in Sales 
BUTO oRieX 80% 7.25% 25% 
BD. ccc emia 75 8.33 25 
Tobe cx dilate 70 10.71 25 
See waitaswieds 65 13.46 25 
cde ener 60 16.67 25 
WS .ixcneeee Oe 20.45 25 
OES 50 25.00 25 


Traffic = 100% 


Example One: Planning for In- 
creased Sales 


In order to increase sales, a store 
must either have more customers or 
sell larger amounts to present custom- 
ers. 
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Management, in planning for increased 
sales, must decide upon the effort to be 
put into each of these factors in order 
to achieve the optimum results. 

The correct decision can best be 
reached by comparing the departmental 
TPR against the standard TPR for a 
successful operation. In the case of a 
misses’ dress department, a TPR of 
.66 is the minimum acceptable perform- 
ance. In sportswear the figure is .85. 

We will now go behind the scenes 
at the XYZ department store. Man- 
agement is planning a 15 per cent in- 
crease in sales in both the dress and 
sportswear departments. In 1958 each 
department had a sales volume of 
$400,000. 

First, we will look at the dress de- 
partment figures: Sales, $400,000. 
TPR, .33. 

The immediate management deci- 
sions are as follows: 

1, The operation is very weak. A 

complete analysis is warranted. 

2. Advertising and promotion 

should be curtailed until re- 
medial action has been effected. 


These sound decisions were based 
entirely on the TPR of .33. Let’s see 
what this single figure has told man- 
agement—and at a glance! 

This department reached only half 
of its potential sales (.33 instead of 
.66), and therefore lost at least 
$400,000 in business from customers 
who had been in the department and 
wanted to buy. A look at the support- 
ing TPR data showed that 30 per cent 
of the customers made purchases with 
an average of 1.1 units per transaction. 
This means that 70 per cent of the 
customers walked out without buying 
and those who did buy made relatively 
small purchases. 


A performance as weak as this war- 
rants a complete analysis of the opera- 
tion, to include: (1) merchandise, (2) 
reasons for walk-outs, broken down 
by customer age groups, (3) hourly 
traffic-saleslady ratio, (4) qualitative 
observations by an experienced nonde- 
partmental observer. 

We stress a nondepartmental ob- 
server, as the analysis must be com- 
pletely objective. The factors to be ex- 
amined include morale, enthusiasm, 
communication between line and staff 
personnel, and evaluation of super- 
visory abilities. The physical aspects, 
such as housekeeping, adequate fitting 
rooms, arrangement of merchandise to 
facilitate selection by the customer, etc., 
should be included in the analysis. 

What results can management ex- 
pect from such an analysis? None, if 
the findings are not translated into ac- 
tion. On the other hand, by intelligently 
utilizing these data to take corrective 
measures to improve the TPR, the im- 
mediate results will be substantial. For 
example, if the walk-outs were reduced 
from 70 per cent to just 64 per cent, 
and the units per transaction were in- 
creased from 1.1 to 1.2, the TPR would 
be raised to over .43. This would give 
the department an increase in sales of 
$123,500 without any increase in traffic. 

The reason for curtailing advertis- 
ing at this time is the low TPR. It is 
very expensive to bring in heavy traffic 
if there is a high rate of walk-outs. 
The result would be a slight increase 
in sales, but a very substantial increase 
in the number of dissatisfied custom- 
ers. Every customer who walks out 
without buying is a first-class prospect 
for a competitor’s store. 
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The Sportswear Department 


Research revealed sales to be 
$400,000, TPR, 1.00. 

The immediate management deci- 
sions were: 

1. The operation is strong. Back 

the buyer to the hilt. 

2. Increased sales will have to 
come from heavier traffic. Good 
advertising and promotions 
will pay large dividends. 

The TPR of 1.00 showed that the 
department was doing an outstanding 
job of satisfying the customers. The 
supporting data showed that 75 per 
cent of the customers made purchases. 
The average units were 1.33 per sale. 
It would be unrealistic to expect much 
improvement in this performance. 
Therefore, to get increased sales in 
this department, the store has to go 
after more traffic. To build up the units 
sold per customer, there should be some 
emphasis in advertising co-ordinated 
items. 

These two departments had the iden- 
tical sales volume. Management’s goal 
for both was the same. The TPR, 
however, showed that the achievement 
of these goals lay in opposite directions 
for each department. It brought to 
management’s attention the need for 
immediate action in improving the per- 
formance of the dress department. 
Without a TPR, management would 
have had to rely on observations from 
the buyer. And did you ever hear a 
buyer say, “I have plenty of traffic and 
merchandise. I am just running a poor 
department.” 


Example Two: Evaluation of Ad- 
vertising 
The ABC store ran a full-page ad- 
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vertisement on a specially priced group 
of sportswear. The department had 
been averaging about $1,000 a day prior 
to the ad. The sales for the three days 
following the ad were $1,080, $1,045, 
and $1,023. The ad was judged a com- 
plete failure. 

Traffic counts in the department 
showed that the traffic on the day fol- 
lowing the ad was twice the normal 
amount. On the following two days it 
averaged 40 per cent higher than usual. 
The ad was a good ad, as it had done 
all that could be expected; it brought 
in traffic. 

The fact that the sales did not in- 
crease in proportion to the traffic was 
due to poor merchandising and insuffi- 
cient sales help. This was revealed by 
an analysis of the TPR statistics which 
showed the number and reasons for 
walk-outs. From a merchandise point 
of view, the assortments were wide, 
but there was no depth in sizes or 
colors. On popular-price items, the 
customer rightfully expects to find her 
size in stock. A large part of the traf- 
fic was composed of working girls who 
came in at lunch time. When they 
couldn’t find what they wanted on the 
promotion racks, there were no sales- 
ladies available to attempt to sell them 
other merchandise. 

Merchandise ads, except for mail- 
order items, should be evaluated on the 
basis of the traffic brought into the 
department. Basing the results on sales 
instead of traffic is like trying to meas- 
ure the temperature with a barometer 
instead of a thermometer. You will get 
an accurate reading, but you won't 
know the temperature. The TPR sta- 
tistics will tell you how much traffic 
was in the department and also the 
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Records of Two Salesladies in a 
Misses’ Dress Department 


Saleslady $ Sales Customers 
See oe $1,200 75 
A ee ee 1,200 37 


customer age distribution. If, for ex- 
ample, the store keyed a series of ads 
to a younger market, it would soon 
know whether the appeal was success- 
ful. 

Management allocates 10 to 15 per 
cent of its total expense budget to ad- 
vertising. It is important that this 
money be spent wisely. TPR statistics 
combined with actual sales results will 
provide management with a sound 
quantitative measure of advertising 
productivity. 


Example Three: Sales Training 


The purpose of a sales training pro- 
gram is to improve the productivity of 
the individual sales person. In order 
to carry out an effective program, it is 
each individual’s 
strong and weak points. Part of this 


necessery to know 
knowledge comes from observation of 
the sales person in action, but most of 
the information reaching the training 
director is quantitative in nature, e.g., 
net sales, returns, number of transac- 
tions, and net selling cost. This tells 
the training supervisor practically noth- 
ing about how successfully the sales 
person is satisfying her customers’ de- 
mands ; it tells nothing about produc- 
tivity. 

An effective saleslady sells a good 
portion of the customers with whom 
she comes in contact, and she sells at 
least some customers more than one 


Transactions Walk-outs Units 


TPR 
28 47 30 4 
25 12 30 81 


item. 
lady 


The performance of any sales- 
should be measured, not merely in 
total sales, but also in ‘‘times at bat.” 

Table III shows the records of two 
salesladies in a misses’ dress depart- 
ment. Each lady had net sales of $1,200 
for the week. Their salaries were the 
same ($60), so the selling cost was five 
per cent for each. On the surface their 
performances seemed identical, but the 
TPR revealed that the productivity per 
customer of Miss Jones was better than 
twice that of Miss Brown. Figuring 
an average price of $40 per dress, each 
customer handled by Miss Jones was 
worth $32.40 to the store as compared 
to only $16.00 for Miss Brown. 

Miss Brown is trying to handle too 
many customers, and as a result is do- 
ing a poor job with most of them. She 
needs help in the art of suggestion sell- 
ing. Her lack of patience with cus- 
tomers would indicate that she is under 
some kind of pressure. 

Miss Jones is doing a good job with 
She 


should, however, be able to wait on 


the customers that she handles. 


more than seven customers per day. 
Direct observation of Miss Jones in 
action is indicated to try to determine 
why she doesn’t have more daily trans- 
actions. 

From these examples, it is clear that 
the type of help Miss Jones needs is 
quite different from the instruction that 
should be given to Miss Brown. With- 
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out the TPR data, the training depart- 
ment has to rely on generalities. This 
partially accounts for the lack of suc- 
cess of department-store training pro- 
grams. For the skeptics who insist that 
these differences are unimportant, and 
that the net sales figure tells the story, 
we suggest a simple test. Assume that 
there is only one customer in the de- 
partment. Which saleslady would you 
prefer to have wait on the customer? 


Example Four: The Wrong Mer- 
chandise 


A recent productivity study in the 
accessory department of a midwestern 
department store showed a TPR of 
72. This is not too bad a figure for a 
department store, but the supporting 
statistics seemed peculiar. The walk- 
out was 60 per cent, and the units 
sold per customer averaged 1.8. 

The high suggestion-selling factor 
would indicate that both the merchan- 
dise and selling ability were satisfac- 
tory. This did not jibe with the high 
rate of walk-outs. An analysis of the 
TPR statistics showed that the ma- 
jority of the walk-outs were customers 
under 30 years of age. The primary 
reason for their walking out was dis- 
satisfaction with the merchandise. 

A study of the inventory quickly 
showed that it had been keyed to an 
older market. Thus it was perfectly 
logical for customers in their twenties 
to walk away from it. By bringing in 
some youthful merchandise, the acces- 
sory department was able to satisfy 
more of its customers and sharply re- 
duce the number of walk-outs. 

If management had not had the TPR 
data, the situation would not have been 
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corrected. As far as management was 
concerned, the accessory department 
had been operating at a satisfactory 
rate of profit, so why bother to study 
it? 

Having the right merchandise is basic 
to the success of any retail operation. 
Through unit control, management 
keeps abreast of what merchandise is 
selling. It is of equal importance to 
know what sales are being missed. 


Example Five: The Right-Size Sales 
Force 


Selling expense accounts for about 
20 per cent of the total store expenses. 
Management wants to keep this figure 
as low as possible, without sacrificing 
too many sales. The size of the sales 
force is usually related to the planned 
sales with adjustments to take care of 
those counters that must be manned 
regardless of sales volume. 

Research studies have shown that 
productivity varies in inverse propor- 
tion to the size of the traffic-salesper- 
son ratio after the optimum ratio has 
been reached. This means simply that 
as traffic becomes too large to be prop- 
erly handled by the sales force, the pro- 
ductivity drops. This is reflected by an 
increase in the number of walk-outs 
and by a drop in the number of units 
sold per customer—a lower TPR. The 
regular store-sales statistics apparently 
tell a different story and therefore con- 
ceal the lowered productivity from 
management. 

To illustrate this fact, a comparison 
is shown of three cases involving the 
same department with varying traffic 
and different numbers of salesladies. 
(See Table IV, The Right-Size Sales 
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TABLE IV 
The Right-Size Sales Force 
Case A B Cc 
Number of salesladies................00. 12 10 8 
Average daily sales............cccsecce- $2400.00 2400.00 $2520.00 
EE CL Sin se knalesvencdbekas ds 144.00 120.00 108.00 
PO NIER SE kibsibp ness Rise 055.55 ¥es's 0 6.00% 5.00% 4.29% 
Individual daily transactions............. 5.42 6.50 9.38 
TPR Statistics 
I eee hh era ta nes 55 eet oan 100 100 120 
I Eo ee en ee ee 65 65 75 
RU 5 fe er Rn awa exokaw as 80 80 84 
RN ose ae Sky SN os Whe ie shih wie 35 35 45 
REE WOOT ORURUIIET. 5 .bbs sae cos eienises ee 1.23 1.23 1.12 
os, lige onan iy cae SaaS ern ee 80 80 70 
TABLE V 
Comparison of Branch Stores 
Store Planned Sales Actual Sales Difference TPR 
SU Seek e oaa ser eu ieecset $100,000 $103,000 +3% 83 
EE Gos us cee ne Saas eee beens 125,000 120,000 —2% AI) 
0S RS eee eee eee 100,000 115,000 +15% 50 


Force.) Using normal department- 
store criteria, the performance in 
Case C in this table is better in every 
way than in either Case A or Case B. 

When you include the TPR measure- 
ment, however, it is clear that the bet- 
ter sales in Case C were due to more 
traffic. This increased traffic offset a 
poorer sales performance. If in Case C 
the TPR had been .80 as it was in 
Case B, the sales would have been $360 
higher. The failure to attain full po- 
tential was due to a sales force too 
small to serve the traffic properly. 

In Case A, there is a high rate of 
productivity, but the profits are not 
satisfactory due to the high selling cost. 
Adding unnecessarily to the sales force 
does not increase sales. The optimum- 


size sales staff is the proper mix be- 
tween maximum productivity and mini- 
mum selling cost. 

Each store, and each department 
within a store, will have different TPR 
ratings due to the individual character- 
istics of the department. Using the 
TPR technique, management can de- 
termine the optimum-size sales force 
by finding out the point at which pro- 
ductivity begins to dro; because of a 
high traffic-salesperson :atio. 


Example Six: Branch-Store Opera- 
tions 


As each branch is added to the main 
store, control from the top becomes 
thinner and thinner. It is important 


th 
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that top management be able to assess 
each operation in the fastest possible 
manner. For the sake of this example, 
we will assume that the standard TPR 
of the junior dress departments is .80. 
Table V shows a comparison of the 
operations of three branch stores. 

The figures in Table V lead to the 
following management decisions : 

1. The Northland branch is doing a 
good job. No special attention is needed 
from management. 

2. The performance in the Southland 
branch is excellent, even though the 
store is two per cent behind the planned 
volume. This decrease is probably due 
to overoptimistic planning. Most of the 
customers are being satisfied, which 
means that an increase in sales will 
have to come from an increase in traf- 
fic. Thus the problem is a promotional 
and advertising one. The factors of 
selling space and parking facilities 
should also be studied. 

The Eastland branch was shown to 
be satisfying less than half of its cus- 
tomers. Although the department ex- 
ceeded its planned sales by $15,000 
with the traffic it had, the increase 
should have been $84,000. The loss of 
369,000 in potential sales could have 
been due to any one of several factors: 
(1) inadequate stock assortments ; (2) 
poor selling; (3) lack of service, (4) 
the wrong merchandise—the custom- 
ers might be very different from those 
in the other two branches. A study of 
the actual inventory and the records 
will provide the answer to the first 
point. The TPR statistics will pinpoint 
any deficiencies in the other three fac- 
tors. 


The TPR figure told management 
immediately that there was something 
wrong with the Eastland store. Without 
this information, management would 
have thought that Eastland was doing 
the best job. The ability to calculate 
sales potential enables management to 
decide how much it can invest in re- 
medial action. 


Summary 


The TPR techniques of analysis will 
provide the following facts: 


the amount of department traffic 

the distribution of the traffic by 
age level 

the number of walk-outs 

the reasons for walk-outs 

departmental sales potential 

the amount of traffic needed 

measurement of individual sales 
productivity 

essential data for sales-training 
purposes 

the optimum-size sales force 

comparison of branch-store pro- 
ductivity 

evaluation of advertising results 

evaluation of classification and 
price-line statistics 


There is no claim, of course, that a 
successful operation is assured by sim- 
ply having these facts on hand. No 
amount of factual data will replace in- 
telligence, experience, loyalty, hard 
work, and just plain ability. It is main- 
tained, however, that without these 
facts, decisions have to be made by 
guesswork. And profits in retailing are 
the result of sound management de- 
cisions. 
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Analytic Guide for Reduction of 
Selling Expense 


NATHAN KATZ 


President, The Nathan Katz Company, 
Management Consultants 








This article should be of considerable interest to retailers who want 
to reduce selling expense. On the facing page an outline guide 


shows the exact steps to follow. 








Sales-clerk expense is the largest sin- 
gle element of payroll cost in depart- 
ment stores and in most other retail 
operations as well. Ranging around 
seven per cent of sales in many stores, 
it offers a continual challenge for con- 
centrated efforts at reduction by retail 
Yet it is an extremely 
“calculated 


management. 
sensitive area. Excessive 
risks” taken in reduction of selling ex- 
pense have frequently cost more in cus- 
tomer good will and sales volume than 
they have saved in personnel expense. 
For the real problem in expense reduc- 
tion is to concentrate on both ends of 
the stick at once, not sacrificing one ob- 
jective to another. The challenge is to 
maintain a constantly adequate level as 
distinguished from a single fast look 
which may produce immediate results 
but end up with long-range negative 


repercussions. 


Flexibility in Use of Sales Force 


The single most important source 
for savings is to vary the use of sales 
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clerks to accord with changing cus- 
tomer needs. To achieve this aim, it is 
necessary to determine, first, the pat- 
tern of traffic flow of customers in the 
store. Traffic counts must be taken at 
a representative number of entrances 
to the store. The count could be for a 
two-week period, preferably during 
some time other than the pre-Christmas 
peak or a period of extremely low busi- 
ness. The number of customers enter- 
ing during each half-hour period of the 
day, during each selling day of the 
week, should be recorded. 

The next step is to determine the 
actual amount of floor coverage by 
sales clerks during this same period. 
The data should be developed to show 
for each hour of the day how many 
sales clerks are actually on the selling 
floor during the test period. 

For purposes of convenience, this 
data can then be transcribed onto 
graphs, although a comparison of the 
actual figures will often suffice. The 
pattern of flow of customer traffic 
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REDUCING SELLING EXPENSE 





Five Steps to Reduced Selling Costs 


I. Introduce Flexibility in Use of Selling Personnel. 

A. Schedule sales clerks more closely in accord with daily, hourly, and 
seasonal needs. 
1. Determine pattern of traffic flow. 
2. Determine actual amount of floor coverage by sales clerks. 
3. Transcribe data onto graphs. 
4. Compare one selling day to another. 

B. Develop flexibility among different departments. 

C. Review progress toward budgeting on a transactions basis. 


II. Use compensation more effectively to increase productivity of sales clerks. 
A. Review possibilities for increasing incentive pay. 
B. Check possibilities of contests. 


III. Simplify the Selling Process. 
A. Analyze the physical components of a sales transaction to see where 
simplification is possible. 

1. Study a small group of test departments, such as shoe department, 
corset department, notions department, and yard goods department. 

2. Physically observe the steps that take place in the transactions of each 
individual department. 

3. Ask questions like, “Could more of these steps be carried out by the 
customer herself ?”’’ 

4. Study these findings to see how transactions can be broken down by 
physical type into a relatively limited number. Then develop labor- 
saving principles which can be applied to more than one department. 

B. Summarize and analyze nonselling functions performed by sales person- 
nel. Determine which of these might be performed by lower-paid em- 
ployees, or what improved methods might be used by sales clerks in 
performing these tasks? 


IV. Improve floor layouts and fixturing to aid sales-clerk coverage and speed 
transactions. 
A. Determine possibilities in self-selection. 

1. Undertake a top-to-bottom review of store operations to see where 
and to what degree self-selection is now in operation. 

2. Compare practices of similar stores in self-selection. 

3. Consult vendors for their ideas on self-selection. 

4. Introduce the procedures decided upon in a consistent manner with 
due regard for over-all store policy and store image. 

B. Examine departmental layout and fixturing to see if improvement can be 
made in ratio of sales to space. 

1. Review sales per square foot in your departments as compared to data 
for similar departments prepared by the Controller’s Congress of 
N.R.M.A., or similar data prepared for specialty or chain stores. 

2. If the showing is less good than it might be, study layout and fixturing 
in inadequate departments to see what improvement can be made. 

3. Consider layout and fixturing improvements in departments which are 
given separate identity even though they produce little volume. Make 
recommended changes. 


V. Study the character of sales transactions and their effect on selling cost. 

A. Review individual department performance and make improvements 
where needed. 

B. Increase multiple sales by alerting employees to their importance, increas- 
ing incentive pay for multiple sales and training clerks in how to en- 
courage multiple sales. 

C. Study brand-name merchandise versus unbranded to see which produces 
faster transactions. Make indicated changes. 
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should then be compared with the pat- 
tern of the man-hours of floor selling 
coverage. A typical result might be that 
the difference between the high point 
and the low point of the day will show 
three times as many customers at the 
peak as compared to the trough. On 
the other hand, it is not uncommon to 
find in such a comparison that there are 
almost as many hours of floor coverage 
by sales clerks at the trough as at the 
peak of the day. Yet, to achieve maxi- 
mum economy and efficiency, the pat- 
tern of customer traffic peak and val- 
leys should accord very closely with the 
pattern of floor coverage. 

Not only should this comparison of 
traffic flow and floor coverage be made 
within each selling day but also one 
selling day should be compared to an- 
other. We have often found that a 
slow day of the week will produce 
50 per cent or less in numbers of cus- 
tomers than a busy day, yet the man 
hours of coverage on a slow day are 
often 80 per cent or higher than those 
of the busy day. 

It can never be expected that the pat- 
tern of sales clerk coverage will ex- 
actly parallel customer traffic flow. In 
many stores, however, the disparity is 
so great as to indicate unduly large 
areas of waste. 

In analyzing the pattern of cus- 
tomer flow in relation to hours of cov- 
erage, it is important to eliminate from 
consideration the “auxiliary” duties of 
sales persons such as stock work, clean- 
ing, etc. Many merchants are so con- 
cerned with auxiliary duties that they 
prevent themselves from taking the 
basic first step of comparing floor cov- 
erage and customer traffic flow. In a 
later section of this article we discuss 


methods for analyzing auxiliary duties, 
The initial comparison, however, should 
concern itself solely with the “pure” 
selling workload. Later, after conclu. 
sions have been drawn from a “pure” 
comparison of traffic flow and floor 
coverage data, consideration can be 
given to the auxiliary functions, 

In numerous stores where we have 
undertaken the types of comparisons 
described, we have found 30 to 40 per 
cent, and even more, “wasted” man- 
hours of coverage. 

A saving of even half the waste can 
result in a most impressive cost saving. 
For while it is impossible to recover all 
of this waste, if even half of it were 
obtained, the saving could amount to 
$100,000 to $150,000 in a 10-million- 


dollar-volume store. 


Flexibility among Departments 


Present practices and policies with 
regard to the use of sales clerks in 
more than one department should be 
reviewed. Basic questions should be 
asked. Is the store thinking in terms of 
flexibility ? Is supervision alerted to the 
fact that maximum flexibility of sales 
clerks is a store objective? Are there 
psychological or physical boundaries to 
departments to prevent sales clerks 
from covering larger areas? 


Budgeting on a Transactions Basis 


Present budgeting procedures now 
being used should be reviewed. We find 
it important to ask this question: Is 
the budgeting being planned on a sales 
transaction basis which gives adequate 
weight to differences among days, 
hours, and seasons? Also, is the budget- 
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ing being done principally with regard 
to physical floor needs? Is much of the 
planning purely habit and custom? Is 
management saying, in effect, “Well, 
we've always opened with three here, 
five there, two there, etc.?” What 
changes in methods are needed? 


Review Pay Plans 


Present methods of payment and ef- 
fectiveness of existing pay plans should 
be reviewed. Selected floor service su- 
pervisors, buyers, operating personnel, 
should be queried tactfully as to 
whether current incentive-pay plans are 
really providing the kind of spirit and 
incentive toward better selling that they 
should. If this research is conducted 
properly, much can be learned that will 
be both surprising and useful. 

Pay plans, of course, must be tail- 
ored to the individual store, but care- 
fully chosen incentive-pay plans can 
result in greater productivity per sell- 
ing person, a high level of quality 
performance, and a lower cost ratio 
to sales. The possibilities for experi- 
menting with alternative types of pay 
plans should be considered by every 
open-minded merchant. As a starting 
point, it is usually desirable to re- 
view the different types of incentive- 
pay plans formerly tried by the store. 
Next, the experience of other stores 
should be explored. 

Some stores find employee contests 
helpful. Here again, the first step is 
to examine systematically those con- 
tests which may have been used by the 
store in the past. Which of these have 
proved most successful? What would 
happen if they were used more often? 

A check should be made against other 
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stores to see what their experiences 
have been. A check should also be made 
with vendors to see what types of sales- 
stimulating contests they may know 
about for their particular type of mer- 
chandise. 

When tested productive contest pro- 
grams have been selected, they should 
be put into consistent operation. 


Simplifying the Selling Process 


Greater flexibility in the use of sales 
clerks and stimulation through im- 
proved payment plans can both make 
important contributions to a lower sell- 
ing-cost ratio to sales. Further gains 
can be made by taking an industrial 
engineering type of look at the con- 
tents of the selling transaction itself. 

To analyze the physical components 
of a transaction, select a small group 
of test departments, each of which in- 
volves a different type of selling proc- 
ess, such as a shoe department, a corset 
department, a notions department, and 
a yard goods department. Physically 
observe the steps that take place in the 
transaction in an individual department. 
For example, in the shoe department, 
note that this might typically involve a 
preliminary examination by the cus- 
tomers of some styles displayed in the 
showcase. Then there is the process of 
seating, the process of taking off shoes, 
taking sizes, bringing shoes from the 
stock room, trying them on, final fitting, 
putting back on the old shoes, wrapping 
up the new shoes, having the cashier 
ring the sale. 

In a yard goods department, of 
course, the process would be a different 
one, involving a different series of 
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steps. Ina notions department, it would 
be still different. 

To approach the problem as an in- 
dustrial engineer would, ask yourself 
questions like, “Could more of these 
steps be carried out by the customer 
herself? In the shoe department, for 
example, could a customer write down 
her style number herself? Or could 
portions of low-price shoe operations 
be operated through self-service ? Could 
stock and fixtures be arranged to make 
transportation to the customer easier ? 
Are ther better equipment aids that 
could be installed for the sales person? 
Are there parts of the transaction which 
are entirely unnecessary ?” 

As this break-down proceeds, the 
transactions will be seen to break down 
by physical type into a relatively limited 
number. It is then relatively easy to 
develop principles which apply to more 
than one department. 

Specifically, what related functions 
are being performed by the sales clerk ? 
Is it stock work, wrapping, cashiering, 
clerical work, tidying up? During what 
times is it being performed? Is this 
the best time of the day for it? What 
is the method by which the sales clerks 
are performing this function? Are they 
doing it in the most efficient way ? Does 
this particular function have to,be per- 
formed as often as it is? Is me¢hanical 
equipment available to perform. this 
function and relieve the sales clerks ? 

Probably the most significant ques- 
tion to ask in this area would be: “Are 
we allowing excess coverage by sales 
clerks in order to perform the auxiliary 
functions? Would it be cheaper not to 
have the auxiliary functions performed 
by the sales clerks and to have special- 


ized personnel working on them jp. 
stead ?” 


Improving Floor Layouts and 
Fixturing 


To determine possibilities in self-se. 
lection, a top-to-bottom review of store 
operations must be made, noting where 
and to what degree self-selection js 
now in operation. 

Other similar operations should be 
examined also to determine what they 
have achieved and in which depart- 
ments. Likewise vendor ideas in spe- 
cific merchandise departments should 
be sought. 

Once the most logical areas for ex- 
tension of self-selection have been de- 
termined, a timetable should be set up 
for the installation of more self-selec- 
tion operations. But here again due 
consideration should be given to the 
individual store management and its 
objectives, as well as the store image 
which strongly affects how quickly self- 
selection can be introduced. The main 
point is to be judicious and careful in 
deciding on the spots where self-serv- 
ice is indicated and the speed with which 
it is to be undertaken. 


How Layout and Fixturing Affect 
Ratio of Sales to Space 


Another important way to reduce 
selling expense is to examine the de- 
partmental layout and fixturing to see 
how they affect the ratio of sales to 
space. The first step is to review the 
sales-per-square-foot comparison by de- 
partments. For department stores, the 
data accumulated by the Controller’s 
Congress of the N.R.M.A. are valuable, 
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and similar standards are available for 
specialty and chain stores. 

Those departments with very low 
sales per square foot relative to the in- 
dustry standards may be too large 
physically relative to the volume at- 
tained. Thus they foster high selling 
costs by requiring an excessive amount 
of physical coverage solely to man the 
department. In other words, by its 
very size, the department may be re- 
guiring more sales clerks than it should. 
The question should then be raised as 
to whether a reduction in the size of 
the department is in order. 

Old and new fixturing layouts should 
be examined to see if maximum sales 
clerk mobility is attained in each de- 
partment. Do the counters lack needed 
sales people? Do floor stock fixtures 
prevent visibility and mobility? We 
have found frequently in our store 
analyses that in many departments a 
small change in fixturing or layout can 
allow for substantially increased flexi- 
bility. 

A new look is often needed fur de- 
partments which are still given separate 
identity even though they produce ver ' 
little volume. The odds are that theve 
departments are being run at a ~ery 
high sales clerk cost. The qvestion 
should be asked whether the s_parate 
identity of these departments should 
be continued, and study should be made 
of the possible gains from consolidat- 
ing them with other departments. 


Character of Sales Transactions 


Even when physical changes are 
made in the selling situation, when 
flexibility is introduced, and when good 
performance is obtained from the sales 
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clerk, the ratio of sales clerk cost to 
sales may still be high because of the 
character of the sales transactions be- 
ing made. In other words, if the com- 
position of a store’s sales leans toward 
low-end merchandise, or if the store 
does a large amout of business in de- 
partments which usually bear high sell- 
ing costs, the store as a whole may well 
be laboring under a high selling cost. 

The possibility should therefore be 
examined for making some changes in 
the character of sales and transactions 
in such a way as not to harm the store’s 
image or merchandising policy, but 
nevertheless to allow for improvement 
in the ratio of sales clerk cost to sales. 

Again, the performance of individual 
departments must be reviewed. The 
first step is to identify individual de- 
partments in which low average checks 
may be increasing selling costs. Usu- 
ally ali that is necessary here is a com- 
par'.on of the department’s average 
execk with comparable industry-wide 
data. 

All those departments with low aver- 
age checks and high sales cost should 
then be given careful scrutiny. Each 
department of this type should be care- 
fully reviewed to determine whether, 
without adversely affecting the volume, 
the possibility for a higher average 
check could be realized. Where it seems 
impossible to raise the average check, 
a special drive should be made in such 
a department to reduce sales clerk cost 
by all of the preceding methods de- 
scribed. 

An alternative to raising average 
check by trading up is to increase aver- 
age check by increasing the number of 
multiple sales. 


(Continued on page 55) 
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Advance Price Notification as an 
Anti-Inflationary Measure 


REUBEN E. SLESINGER 


Professor of Economics 
University of Pittsburgh 





price notification bill. 





A distinguished economist analyzes various aspects of the pending 








In today’s discussions of inflation, 
regardless of the explanation (demand 
pull, cost push, markup, monetary 
manipulation), it is not surprising to 
find support for a variety of measures, 
each one of which holds a promise of 
arresting some aspect of the rise in 
prices, be it the cost of living, materi- 
als, or end products. Enthusiasm for 
such measures may be found in all 
sorts of circles—among businessmen, 
academic and professional economists, 
labor leaders, and politicians. One sug- 
gested proposal—advance notification 
of price changes—has the overt sup- 
port of few groups except politicians, 
and members of organized labor. 
(Steel-workers have spoken out re- 
cently against the idea.) Nonetheless, 
there is sufficient political sentiment in 
favor of the measure to warrant inves- 
tigation into the proposal. 


Proposed Legislsation 


The legislation, sponsored by Sena- 
tor Joseph C. O’Mahoney and desig- 
nated as an anti-inflation measure, pre- 
sents the solitary theme that the heart 
of the problems of inflation can be 
found in the power of the large indus- 
trial giants, especially in highly con- 
centrated industries, to push up prices 
without specific reference to demand 
and this even in the face of a con- 
siderable amount of unutilized plant 
capacity. The extreme view on this 
score is represented by Senator Estes 
Kefauver who would attribute most of 
the decline in the value of the dollar in 
recent years to “administered prices” 
as they are found in oligopolistic in- 
dustries—that is, industries dominated 
by a few large firms. 

The distinction between administered 
prices and other prices (commonly des- 
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ignated as market prices) is that a de- 
gree of discretionary control rests with 
either the buyer or seller in an ad- 
ministered price situation. This refers 
to a degree of power beyond normal 
seller or buyer market reactions. There 
is the implication that either the seller 
or the buyer sets a specific price in 
mind and then adjusts the quantity of- 
fered or taken accordingly. The mar- 
ket-made price, on the other hand, re- 
fers to a price that is the result of the 
interaction of the market machinery. 
One should be cautioned, however, that 
every price is the result of market 
forces, and so what is involved in the 
distinction is largely a matter of de- 
gree. 

The pros and cons of advance noti- 
fication of price changes may be con- 
sidered, for purposes of this discus- 
sion, in terms of the effects of such 
notification on various sectors of the 
economy—the total economy, business, 
labor, consumers, and the government. 
Most of the arguments concerned with 
the total economic picture are inter- 
woven with the problem of inflation. 
During the years 1945-1955, most ex- 
planations of price advances were in 
terms of demand-pull, or the result of 
buyer preference for goods outrunning 
the available quantity because of rela- 
tive scarcity. In effect, this meant that 
too much money was chasing too few 
goods. This explanation has become 
increasingly less adequate since 1955. 
There are few goods presently in which 
demand pressures exist to an infla- 
tionary extent, and many firms are op- 
erating below capacity. As a result, 
many explanations of inflation since 
1955 have sought their base in the 
growing pressure of increased costs 
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that ultimately manifest themselves in 
higher prices. This cost-push inflation 
may reflect increases in any cost fac- 
tor, particularly wages, interest, raw 
materials, and indirect taxes. Some 
who explain inflation in terms of a de- 
sired markup on the part of the seller 
point to the fact that numerous prices 
have risen in the face of both declin- 
ing demand and falling costs. For- 
tunately, in the United States, the 
monetary system itself has not pro- 
vided much of a basis for the devalua- 
tion of the worth of the dollar, but 
this always is a possibility, especially 
when the Federal Treasury is forced 
to borrow through the banking system 
and is able to do so on a fractional 
reserve basis. 

The basic charge against adminis- 
tered prices is their relative stability 
even in view of changes in both de- 
mand and supply. Administered pric- 
ing, it must be kept in mind, describes 
most prices in the United States, in- 
cluding the price of labor. The argu- 
ment has been developed further that 
the infrequency of price changes also 
is an indication of oligopolistic (and 
possibly monopolistic) control. A num- 
ber of Congressional hearings have 
taken place on this subject and several 
bills have been introduced with sug- 
gested solutions. The two most com- 
mon demands have been for increased 
judicial action under the antitrust laws 
and for the Federal government to be 
given an intervening power in the area 
of price by being given the right to 
review price changes. 


Senate Bill 215 


Before proceeding further with a 
discussion of the pros and cons of ad- 
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vance public price review, it is well to 
depict some of the highlights of the 
proposed bill. The intent of the legis- 
lation is indicated in the preamble of 
the measure which describes it as a bill 
“. . . to supplement the antitrust laws 
of the United States by requiring that 
corporations, in industries so heavily 
concentrated that monopoly or the 
threat of monopoly is present, file ad- 
vance notice and make public justifica- 
tion before effectuating price in- 
creases.” 

The bill itself is rather short and 
contains nine sections. Section one 
states the premises for the measure as: 
(1) that inflation is undermining the 
purchasing power of the economy at a 
time when stability of purchasing 
power is essential for world peace and 
(2) that a few dominant corporations 
have control over the production, dis- 
tribution, and price of many _ basic 
commodities. The section goes on to 
aver that Congress believes inflation 
will be checked if the pricing policies 
of these firms would be reviewed pub- 
licly before any increases could become 
effective. 

Section two relates to the standard 
definition of commerce. Section three 
details the coverage of the measure by 
stating that in any lire of commerce 
no corporation in which 50 per cent 
or more of the total annual sales in the 
United States are made by eight or 
less corporations (including their sub- 
sidiaries and affiliates) and having capi- 
tal, surplus, and undivided profits in 
excess of $10,000,000 shall increase 
the price of its product until the ex- 
piration of a waiting period of thirty 
days after delivery of notice of such 
intent to the Federal Trade Commis- 


sion, the Attorney General, the 
Speaker of the House, the President 
of the Senate, the Federal Register, 
and the Congressional Record. The 
FTC is given further jurisdiction to 
define lines of commerce and firms to 
which the law will be applicable. Sec- 
tion four adds procedural details as to 
the content of the notice as well as the 
proposed effective date. Within thirty 
days after the notice has been received, 
the FTC and Attorney General are to 
study the corporation and the reason 
for the proposal as well as take testi- 
mony on the impact of the proposed 
increase on competition in the economy, 
Interested parties may appear to give 
testimony for or against the proposed 
increase. 

Section five contains more procedural 
matters relative to taking testimony. 
Section six calls for public reports by 
the Attorney General and the FTC. 
Section seven permits the FTC to pro- 
mulgate rules and procedures. 

Section eight is the punitive section 
and provides that any corporation 
which willfully fails to give the re- 
quired notice may be fined between 
$5,000 and $50,000 which may be re- 
covered in a civil suit brought by the 
Attorney General. Section nine is the 
enabling section. 

Without yet examining the pros and 
cons of the measure, certain problems 
immediately appear from the wording 
of the bill. To begin with, Section one 
premises that administered prices are 
the basic culprit of inflation. This 1s 
too broad an assumption since, as al- 
ready indicated, most prices in_ the 
American economy including wage 
rates are administered. The statement 
then is tantamount to averring that 
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nearly everybody who sells anything 
causes inflation. This is too naive an 
approach. 

Section three limits the scope of the 
measure essentially to oligopolistic in- 
dustries—a small number of firms 
each with price jurisdiction through an 
ability to jiggle production. This sec- 
tion ‘would eliminate various indus- 
tries that fall below the 50 per cent 
level, yet have a few dominant firms 
who act as definite price leaders so that 
market prices are just as administered 
as any other instance. A considerable 
amount of administrative burden is 
created by the necessity of notifying 
six separate agencies. It is question- 
able, too, how effective and intelligent 
the hearings would be when the entire 
procedure is limited to thirty days. 
Something seems missing, too, at this 
point, namely what course of action a 
corporation follows after the thirty 
days. Seemingly, only the pressure of 
publicity would prevent a company 
from raising its price after the FTC 
decision. 


The Pros and Cons 


With this background in mind, let 
us return to the more specific pros and 
cons. For the most part, advocates of 
the measure are those who feel that the 
economy is embarked on a constantly 
increasing inflationary spiral to which 
oligopolistic industries are the major 
contributors. These proponents point 
to instances of price leadership where 
one firm announces a price advance to 
be followed by the remainder of the 
industry. But, one wonders how ef- 
fective would advance review be in 
stopping price leadership since once a 
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price increase is granted to a given 
firm others in a mutually interdepend- 
ent market would not start a price war, 
but would seek a compensating ad- 
vance. And so the only difference 
might be a delay time. 

What criteria would the FTC use in 
passing value judgment on the pro- 
posed increase? The use of the escala- 
tor idea, as in some wage contracts, 
only firms into a price an additional 
cost-push inflationary force. Escalator 
clauses in wage bargains have become 
such a cost-push factor. To prevent or 
arrest inflation it is essential that more 
fundamental action be taken—action at 
the cause level—and not at the re- 
sulting price level. To lower a pa- 
tient’s temperature, a physician does 
not stop the thermometer ; he seeks to 
cure the fever. Most students agree 
that curbing inflation involves a com- 
bination of increasing productivity, 
regulating demand so that it does not 
cutrun production, and developing poli- 
cies that keep costs and prices from 
running out of hand. That there has 
been a depreciation in values during 
the period since 1946 is not denied. It 
is this very fact, indeed, which focuses 
so much attention on inflation. But, 
advance review of a price change that 
ultimately can be effectuated anyway 
will do little to thwart the price spiral 
so long as the underlying causes of 
inflation are left undisturbed. 

Philosophically, one may question the 
fundamental assumption that the FTC 
or any other agency is in a position to 
decide just what price is fair—shades 
of medieval “just pricing.” Pricing and 
price policies are one of the most com- 
plex of managerial decisions even when 
more intimate facts are available. Lack 
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of consistency and differences in ac- 
counting techniques may result in nu- 
merous discrepancies that easily could 
upset price calculations, especially for 
unfamiliar agency personnel. 

Another objection to the measure is 
its looseness and vagueness. Conceiv- 
ably, the measure could become an 
opening wedge for a great deal of gov- 
ernmental intervention and regimenta- 
tion in the setting of prices, including 
wages. An interesting relationship to 
collective bargaining appears. Presum- 
ably management might hold up a wage 
increase pending approval of a price 
advance, and then throw the burden of 
collective bargaining on the FTC. 

The measure appears to overlook the 
role that politics would assume in price 
setting. No longer would prices be de- 
termined by prevailing market condi- 
tions, but the requirements of the bill 
would also need to be considered. The 
people in government who make deci- 
sions—including price decisions—are 
too responsisve to the desires of their 
constituents, often unrelated to costs 
and other market factors. 

Price notification may complicate the 
severity of cyclical swings in the econ- 
omy by pushing buying patterns into 
peaks and valleys. Artificial shortages 
with consequent higher prices would 
develop, as advance warning of price 
increases would indeed stimulate pur- 
chases of many items by consumers, 
business, and government. This would 
be particularly true of business, which 
does less impulse buying than the con- 
sumer and therefore pays more atten- 
tion to costs of materials. Further, the 
private investment sector (which in- 
cludes business’ expenditures for plant, 
equipment, and inventories) already is 


the most volatile portion of the nation’s 
economy. Advance notification of price 
increases would tend to encourage even 
greater volatility, particularly with re. 
spect to inventory accumulation, As 
proved by the 1957-58 recession, huge 
inventory accumulation often is fol- 
lowed by sharp inventory liquidation, 
Price notification easily could provoke 
even greater instability in the economy 
because of the well-accepted theory of 
the multiplier. 

Perhaps the most serious threat 
posed by the price notification proposal 
is the ultimate relinquishment of basic 
freedoms to government planners, 
While price notification theoretically 
would be applicable only to highly con- 
centrated industries, obviously to be 
workable at all it would need to en- 
compass the vast majority of suppliers, 
regardless of their size or the indus- 
try’s concentration ratio. This logically 
could lead to price control, and it has 
been demonstrated during mobilization 
periods that neither price nor wage con- 
trols can exist alone. One must ac- 
company the other. Controls over prices 
and wages in peacetime would be the 
beginning of the end for free enter- 
prise as we know it today. 

If advance price notification were 
mandatory, companies would tend to 
seek higher price increases than would 
result under current pricing practices 
in a relatively free market. The in- 
ternal and public problems accompany- 
ing preparation for hearings and the 
ordeal itself would rule against fre- 
quent visits to Washington to obtain 
adjustments in prices dictated by rising 
costs. Firms literally would “get all 
they could get” on the philosophy that 
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The Honor Roll in Retailing at 
New York University 


A Roster of America’s Retailing Leaders 


CHARLES M. EDWARDS, JR. 
Dean, New York University School of Retailing 





Fred H. Bresee 


For more than thirty years the New 
York University School of Retailing 
has been honoring leaders in retailing 
from all parts of the country by con- 
ferring upon them honorary member- 
ship in the Alpha Chapter of the Eta 
Mu Pi Fraternity, the only fraternity 
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of its kind in the field of retailing. 
Founded in 1922 in the New York 
University School of Retailing, Eta 
Mu Pi has grown into a national or- 
ganization. 

In keeping with the high standards 
to which it has adhered since its estab- 
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lishment, the Alpha Chapter grants 
honorary membership only to those 
who have made noteworthy contribu- 
tions to the ethics, the science, and the 
practice of retailing. 

When tt awards honorary member- 
ships to men and women of outstanding 
accomplishment in retailing, the Alpha 
Chapter presents to the recipients writ- 
ten citations that summarize some of 
the major facts about their achieve- 
ments. In the belief that the careers 
of these distinguished merchants will 
prove interesting and inspiring to its 
readers, the JOURNAL OF RETAILING 
publishes one or more of these citations 
in each issue. The purpose is twofold: 
(1) to call well-deserved, wider atten- 
tion to the attainments of some of the 
foremost business leaders of our day, 
and (2) to provide a cumulative source 
of information about retailers for 
reference purposes. 

Chosen for recognition in this 1ts- 
sue 1s: 


Fred H. Bresee 


Fred H. Bresee typifies the man who 
can look at an acorn and envision a 
mighty oak. In a community that is 
small, he has helped to create a store 
that is big—in every sense of the word! 
The background of this success story 
is a classic bit of Americana. It started 
in 1882 when the town of Oneonta, 
New York, was a crossroads on an 
Indian trail. At that time, seventy- 
seven years ago, Fred Bresee’s father 
began retailing with a satchel; then he 
acquired a horse and wagon, and finally 
he opened a store. 

Today the store is still run by three 
sons of the founder, of whom Fred H. 
is the youngest. At the age of 20, he 


married a local girl, Katherine Mep. 
zies. They now have a married son and 
three granddaughters. During World 
War II, he interrupted his business 
career to serve as a post exchange of- 
ficer with the rank of captain. 

Although the population of Oneonta 
is only 13,000, Bresee’s does an amaz- 
ing volume of $2,800,000. Obviously to 
set such a mark, the store attracts cus- 
tomers from a wide area, specifically 
from an 80-mile radius. What lures 
these upstate New Yorkers to Oneonta 
to shop? They simply cannot overlook 
or resist Bresee’s. The promotion di- 
rector makes certain of that. He is a 
showman who adds imagination and 
animation to all the activities of the 
store. He is known as the Barnum of 
the business, the breeziest of the Bre- 
sees. 

Such an exuberant personality is 
uniquely qualified for vice president in 
charge of sales promotion. Combine 
these responsibilities with the mer- 
chandising of major appliances, of a 
gourmet shop, and a restaurant, and 
you discover a personality of excep- 
tional executive dimensions. 

Fred Bresee’s hobbies add more 
breadth and depth to his colorful per- 
sonality. First, he is an enthusiast for 
popular music, clearly typical of an 
ever-youthful outlook. His favorite 
sport is baseball. His love of the circus 
reflects in the store’s annual circus pa- 
rade which has been built into a tra- 
dition that draws crowds from all over 
the countryside. 

To most people, Oneonta is more re- 
mote than Turkey. Yet three years ago 
when the United States Department of 
Commerce sent a business mission to 
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Book Notes 


The Art of Working with People, by 
Edward Hodnett. New York: 
Harper and Brothers, 1959, 181 
pages. $3.95. 


Like The Art of Problem Solving (Har- 
per, 1956), this book brings the author’s ana- 
lytical, conceptual mind to bear on everyday 
problems of getting along with people, on 
the job and in personal life. It is written 
with easily digested narrative illustrations to 
permit the sound principles or concepts to 
penetrate in a painless way. 

Despite its provocative title, the book is 
neither exploitative nor “surface” in its ap- 
proach. The author does not promise to 
teach readers tricks of exploiting, seducing, 
or otherwise using people to achieve his per- 
sonal aims. Rather, he purports to increase 
their understanding of associates, in work and 
in play, so as to move co-operatively toward 
mutually accepted goals . . . and to improve 
the skills of communication needed to agree 
upon these goals. 

On page three, the author states, “Let me 
say this firmly: I do not intend to try to 
tell you how to get along with people, how 
to manipulate people, how to get the better 
of people, or even how to be contented in 
spite of people. This is not a book of inspira- 
tion or of psychological revelation . .. my 
position is this: You will get along much 
better with other people as you improve your 
ability to solve the problems you share with 
them.” 

Practical, realistic, well written, and fun- 
damentally constructive in tone, this book 
should attract readers who share the author’s 
faith in intelligence and in the better sides 
of human nature. It probably won't reach 
many of those who believe that success in 
life is directly proportionate to the ability 
to exploit or deny reality with easy op- 
timism . . . or believe, in other words, that 
the plums of life can be obtained by a 
few tricks of “human relations” instead of 
by hard work, intellectual and otherwise. 
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Dr. Hodnett points out that reason must 
augment “good will” in solving problems in 
which more than one person is involved and 
that working effectively with others begins 
with a clear definition of the issues and 
personal values involved. Understanding 
people—ycurself, the other fellow, the boss, 
the employee—is as essential, he says, as 
understanding the techniques of communi- 
cation. Stressing the dangers of assuming 
that a problem looks the same to everyone 
involved, the author then explores the strat- 
egies of negotiation, showing how tactics 
and compromise are employed in reaching 
agreements that fulfill most effectively the 
aims of each party to the decision. 

Dr. Hodnett is director of public relations, 
Dow Corning Corporation. He was formerly 
president of Fenn College and professor of 
English at Ohio University. His early books 
include Plain English and Industry-College 
Relations. 





SALLIE SEWELL 


Clinching Retail Sales, by Robert Je- 
rome. New York: Fairchild Pub- 
lications, Inc., 1959, 16 pages. 
$1.75. 

This booklet contains 13 articles in a series 
published recently in Daily News Record. 
The articles provide a complete course in 
selling men’s apparel, with many practical 
tips to help a store’s sales force to increase 
their productivity. Every phase of selling 
and servicing is covered from the initial 
greeting to the final sale. 

Among the points covered are: 
customers consider good service; quick and 
accurate appraisal of customers; learning a 
purchaser’s personal preferences; turning one 
sale into a multiple purchase; handling of 


what 


problem customers. 


Determinants of Consumer Demand 
for Home Furnishings and Equip- 
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ment, by Vernon G. Lippitt. Cam- 
bridge, Massachusetts: Harvard 
University Press, 1959, 162 pp., 
plus index. $6.00. 


The author’s purpose in undertaking this 
study, as stated in the introduction, was “to 
advance the art of economic forecasting in the 
area of consumer durable goods by contrib- 
uting to an understanding and evaluation of 
important determinants of that demand.” Dr. 
Lippitt has undertaken to develop his con- 
cepts statistically to indicate what percentage 
of its income a family will spend on house 
furnishings. He was interested, primarily, in 
constructing a research method that might 
lead to reliable forecasting in this and related 
consumer goods fields. 

The book, replete with tables, figures and 
statistical data that attest to the scholarship 
of the author, contributes new approaches and 
techniques to the research literature con- 
cerned with economic forecasting of con- 
sumer goods. 

K. R. GILLesPIE 


Educators Guide to Free Films, 19th 
Annual Edition. Randolph, Wis- 
consin: Educators Progress Serv- 
ice, 1959, 639 pages. $7.00. 


Brief summaries are given of the wide 
variety of free films available for educational, 
training, and recreational purposes. Of in- 
terest to retailers may be a film entitled 
“Finding People for Products,” issued by the 
United States Rubber Company. It tells 
briefly the story of city marketing, outlining 
the various types of consumers who make up 
the market for products of industry. An- 
other film, in full color, shows how a United 
States retailing firm is expanding its opera- 
tion south of the border. It is entitled “Part- 
ners in Progress.” Other films deal with 
product information and training. 


Investment Analysis, by John Prime. 
New York: Prentice-Hall, Inc., 
1959, plus 494 pages. $9.25. 

This book is designed for the person in- 
terested in a thorough understanding of the 
financial markets. It delves into some of the 
more basic tools of the capital markets, 
stocks, bonds (United States Government, 


state, and municipal), and new security js. 
sues. Analysis is also made of corporate 
balance sheets, income statements, and other 
institutional statements, such as banks, jp. 
surance companies, and investment com. 
panies. Chapter 16 entitled “Working Capi. 
tal” is recommended. 

The book contains nineteen chapters and 
an appendix. Appendix A offers the reader 
various sources of financial information. The 
smoothly flowing style and the simplicity of 
the explanations of complicated investment 
terms makes this book a valuable addition to 
an executive library. 

Dr. John Prime is professor of finance and 
associate dean, School of Commerce, Ac- 
counts, and Finance, New York University, 


Davip J. RACHMAN 


Managerial Accounting, An Introduc- 
tion, by Harold Bierman, Jr. New 
York: The Macmillan Company, 
1959, 483 pages. $7.50. 

Retailers are sometimes frightened away 
from accounting texts because of the maze of 
detail in which they are presented or because 
of the confusion resulting from the premature 
treatment of controversial approaches to ac- 
counting theory. Harold Bierman avoids 
much of this confusion by concentrating on 
the basic concepts of accounting and de- 
emphasizing bookkeeping techniques, account- 
ing systems and procedures for handling 
paper, and auditing. 

The book is divided into two parts. The 
first section focuses on financial accounting, 
the second half, on managerial accounting. 
While the second half of the book is directed 
primarily to the business manager, some gen- 
eral accounting topics have inevitably found 
their way into the section. This situation, 
combined with the fact that many problems 
of managerial accounting have implications 
for general financial reporting as well, means 
that both sections of the book are necessary 
for a well-rounded study of accounting 
theory. 

Dr. Bierman is an associate professor of 
accounting, Graduate School of Business and 
Public Administration, Cornell University. 


Rosert J. RoBicHAud 
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Market Guide. New York: Editor and 
Publisher Co., Inc., 1959, 508 
pages. $6.00 

This is the 35th annual survey of more 
than 1500 daily newspaper markets in the 
United States, United States Possessions, 
Manila, P.I., and Canada. It is one of the 
most comprehensive and complete market 
guides for the retailer and other businessmen. 
To the retailer, the Market Guide may be 
useful for planning new locations for branch 
stores, for determining expansion of an oper- 
ation, for choosing advertising media, and for 
many other purposes. Also the guide has 
data to determine the possible location of a 
branch within a city itself, the possible size 
of expansion, the possible volume of paid 
advertisement, and many others. 

To cover all the areas of this publication 
and its uses would not be possible because 
each individual has his specific problem, and 
the Market Guide is an aid for this problem. 
The book includes: comprehensive market 
guide maps for each state, standard surveys 
of over 1500 key newspaper markets, popu- 
lation estimates for 1959, estimates of retail 
sales and individual incomes for 1958-59, and 
market strength indexes for each state. In- 
formation is indexed by state and city. For 
each city, the following figures are available: 
location, types of transportation and name of 
the company, population, principal industries, 
agriculture, retailing, retail sales, retail out- 
lets, and many others. Within the retail area 
the following are covered; chain stores, 
shopping centers, store days and hours, sales 
by type of store (i.e., food, general merchan- 
dise, furniture, etc.), and newspapers. 


Rosert J. RopicHaup 


The 100 Greatest Advertisements, by 
Julian Lewis Watkins, 2nd revised 
edition. New York: Dover Publi- 
cations, Inc., 1959, 231 pages. 
$2.25. 

Described and illustrated are a wide variety 
of ads from the nineteenth century to the 
Present. The granddaddy of much present- 
day advertising is cited: Eastman Kodak’s 
classic, “You Press the Button—We Do the 
Rest.” Then there are the Campbell Soup 
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kids, the Smith Brothers of cough-drop 
fame, the Uneeda boy in his yellow slicker, 
and of course the appealing little fellow with 
his candle, his tire, and his slogan, “Time to 
Retire.” There is also the most famous 
fox terrier in the world, “His Master’s 
Voice.” How these ads originated, how 
they were developed or processed, and what 
results they produced are explored. 

Then there are present-day ads, like Marl- 
boro’s “You Get a Lot to Like,” or Ford’s 
“The Longest Left Turn in History,” the 
Macy’s Christmas ad, “Oh darling, you 
shouldn't have!” or the Ladies’ Home Jour- 
nal ads, “Never Underestimate the Power of 
a Woman.” 

With its attractive format, numerous illus- 
trations, and readable style, this book should 
be valuable to retailers concerned, directly or 
indirectly, with promotion. Mr. Watkins was 
associated for 15 years with such firms as 
N. W. Ayer and Son, Young and Rubicam, 
and J. Walter Thompson Company, New 
York. For 16 years he has been a principal 
with the H. B. Humphrey Company, Boston. 
The foreword is written by Raymond Rubi- 
cam. 

SALLIE SEWELL 


Primer of Lamps and Lighting, by 
Allphin Willard. Philadelphia: 
Chilton Company, Book Division, 
1959, 231 pp. plus Index and 
Lighting Calculator. $10.00. 


Although called a “Primer,” this text com- 
bines technical and practical knowledge for 
the lighting engineer, architect, building 
maintenance superintendent, as well as the 
lamp salesman in a store. Chapter headings, 
however, allow the lamp salesman to select 
those portions of the text which would be 
helpful to him in explaining technical matters 
to housewives without becoming involved in 
the mathematics of such things as amperes 
and voltage. 

Valuable portions of the book for retailers 
of lights and lamps include explanations of 
fluorescent and incandescent lighting, answers 
to common complaints on lights and lighting, 
causes of bulb or tube darkening or short 
life, use of light meters to determine lighting 
requirements, proper spacing of lights for 
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maximum effectiveness, a chart of recom- 
mended foot-candles for varying occupations 
and room uses, and examples of lighting 
layouts. 

The author has included in the book a 
calculator which, after some study and prac- 
tice, would enable the lamp salesman to 
demonstrate quickly the lighting needs for 
any room. 

Intended as a reference and text, this book 
is helpful in providing retailers of lamps and 
lighting background information, technical 
know-how and terminology that will make 
them better informed advisers to their cus- 
tomers. 

The text is well illustrated with charts, 
drawings, and tables that serve as a ready 
reference for lighting needs. 


K. R. GiLLespPIEe 


Public Relations Principles, Cases, and 
Problems, 3rd edition, by Bertrand 
R. Canfield. Homewood, Illinois: 
Richard D. Irwin, Inc., 1960, 617 


pages. $7.50. 


This third edition of a book which was 
originally published in 1952 has been rewrit- 
ten to include recent developments in the 
rapidly changing field of public relations. 
Three of the five sections of the book would 
seem to have particular significance to re- 
tailers who are interested in improving their 
public relations. 

The first section deals with the field of 
public relations in general, defining the sub- 
ject and explaining its underlying philosophy. 
It includes material on the organization of 
public relations activity within the business 
structure. It also shows the role of public 
relations in the formation of public opinion. 

Section two deals with the various publics 
that a business firm must consider in deter- 
mining its total public relations effort. The 
retailer, of course, is most conscious of his 
However, 
his position in the community demands a 


customer, the consuming public. 


consciousness of the community public. In 
addition, he must be aware of his employee 
public and his supplier public. If the corpora- 
tion has outside stockholders, another public 
group is added. Finally, today’s retailer must 


deal with the government public and the edy. 
cational public. The way in which a business. 
man deals with these various publics is de. 
scribed and illustrated with actual cases ang 
problems. 

A section of particular interest to retailers 
deals with the tools of public relations. Here 
press relations, publicity, public relations 
advertising, periodicals, films, special events 
and oral communication are examined, as 
well as their usefulness in influencing public 
opinion. Values and limitations are discussed, 
as well as the most effective techniques for 
handling public relation campaigns. 

For retailers who seek a comprehensive 
and broad understanding of basic funda- 
mentals in public relations, this book by Mr. 
Canfield should prove enlightening. An up- 
to-date bibliography is included to give the 
serious student additional sources of infor- 
mation. 

Hans E. Krusa 


Retailing Management, 2d ed., by Wil- 
liam R. Davidson and Paul H. 
Brown. New York: The Ronald 
Press Company, 1960, xi plus 80 
pages. $8.00. 


This book presents the basic principles and 
techniques of retail store management and 
operation. The new second edition represents 
a thorough reworking of the original text 
that was first published in 1953. It covers 
developments in retailing, such as_ branch 
stores, shopping centers, trading area analy- 
sis, store image, stock control, data proc- 
essing, pricing, merchandise management ac- 
counting, expense center and production unit 
accounting, and managerial controls. It con- 
siders small and medium-sized stores as well 
as large stores. It includes over sixty cases, 
thus providing realistic situations for class 
discussion of the effective application of the 
basic retailing principles and techniques tt 
advocates. 

William R. Davidson is professor of busi- 
ness organization, Ohio State University. 
Paul H. Brown is director, Manpower De- 
velopment, marketing department, National 
Coal Association. 
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Shopping Towns USA, The Planning 
of Shopping Centers, by Victor 
Gruen and Larry Smith. New 
York: Reinhold Publishing Corp., 
1960, 288 folio pages. $13.50. 

This well-illustrated volume, complete with 
architectural drawings, discusses many prob- 
lems connected with the physical planning 
and operation of a shopping center. Varied 
aspects of site selection, handling of traffic 
fow, financing, merchandising, and promo- 
tion are considered. Several shopping centers 
are described in detail, with full illustrations 
and layout designs. 

Part I, entitled “The Prerequisites,” deals 
with the following topics: the developer, the 
location, the site, zoning, the tenants, financ- 
ing. Part II, entitled “Planning,” has chap- 
ters on: the planning team, the planning 
schedule, the site, the surrounding areas, 
planning for growth, traffic, merchandising, 
designing the shopping center, engineering 
the shopping center, leasing the shopping 
center, budgeting the shopping center, and 
case studies. Part III, “The Completed Cen- 
ter,” deals with opening and promotion, mer- 
chants’ associations, use of public areas. The 
book is completed by an epilogue on the 
“The Future of Shopping Centers,” and an 
appendix, including glossary, bibliography, 
and index. 

Victor Gruen and Larry Smith have co- 
operated on such outstanding shopping cen- 
ters as Northland and Eastland in Detroit: 
Southdale in Minneapolis; Glendale in Indi- 
anapolis; Bay Fair and Valley Fair in the 
San Francisco Bay area; and South Bay 
in Los Angeles. Victor Gruen is head of 
the architectural and engineering firm of 
Victor Gruen Associates. Laurence P. Smith 
is a real estate consultant, 


SALLIE SEWELL 


Wages in the Metropolis, by Martin 
Segal. Cambridge, Mass.: Har- 
vard University Press, 1960, 211 
pages. $4.75. 

This is the fourth volume of the New York 

Metropolitan Region Study. The first aim of 

the book is to give an understanding of the 
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part wage levels have played, and may con- 
tinue to play, in influencing the location and 
development of industries within The New 
York Metropolitan Region. A second aim is 
to indicate the role played by labor skills in 
the New York area’s attraction for industry. 

The information is based on interviews 
with businessmen, union leaders, and govern- 
ment officials. It analyzes voluminous data 
from the U.S. Bureau of Labor Statistics 
and other agencies. The following topics are 
covered: wages and skills as locational fac- 
tors; skills, productivity, and unionization ; 
wages and fringe benefits, postwar trends in 
wages, pressures from within the region, the 
wage factor, and the region’s future. 


Wealth and the Common Man, by 
Frederick J. Grew. Illustrations 
by Fred Frymire. New York: 
Philosophical Library, 1959, 184 
pages. $3.75. 


This book looks into what is called the 
“simple physics of booms and recessions, 
inflation, automation, and other uncomfort- 
able puzzles.” Written in a light vein and 
attractively illustrated, the book nevertheless 
raises serious questions concerning the prob- 
lems of our automation age. It is based on 
Thorstein Veblen’s main theme: The sources 
of wealth are land, labor, capital, and tech- 
nical knowledge; and technical knowledge is 
an inheritance which belongs to the people at 
large. 

Drawing upon his rich imagination, Mr. 
Grew pictures several simple communities 
adjoining each other on neighboring islands 
and describes what happens to these com- 
munities when hit by a rapid flood of im- 
proved techniques and labor-saving devices. 
The meaning and possibilities of automation 
are more clearly and easily seen, he believes, 
when viewed through the framework of these 
simple “laboratory” communities. 

Zorn and educated in England, Frederick 
J. Grew spent his early years in the British 
Civil Service. Now a resident of California, 
he has written widely in the fields of soci- 
ology and economics. 

SALLIE SEWELL 
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On the Writing of Advertising, by 
Walter Weir. New York: Mc- 
Graw-Hill Book Company, Inc., 
1960, xvi plus 206 pages. $5.00. 


The author has produced no new “how to” 
book on the writing of advertising copy, but 
has written a philosophy for developing more 
effective powers of personal communication. 
The field happens to be advertising because of 
the author’s background, but the book could 
be read with equal profit by journalists, 
literary authors (and critics), technical 
writers, and all others whose job it is to 
present ideas through the various media. 

The book is not for beginners. It is for 
those who want to improve their skills 
through the application of serious, purposeful, 
and perceptive thinking in the chosen field. 
The skeptical attitude and the importance of 
questioning the purpose of the advertisement 
is emphasized ; hard sell is equated with a try 
for “easy sell.” 

The need for recognizing aesthetics in busi- 
ness is stressed. The pursuit of style is ex- 
amined in detail, as is the creative process, 
the written word, the conveyance of reality. 
Discussed, too, are the virtues of brainstorm- 
ing versus the “single think,” problem solv- 
ing, engaging the reader, receiving the mes- 
sage, the limitations of research (including 
the type called motivational, with its off- 
spring, the “hidden persuaders’”), copy test- 
ing, and the necessity of belief in yourself and 
the reflection of yourself in creative work. 

Walter Weir is chairman of the executive 
committee at Donahue and Coe. In 30 years 
as a writer of advertising, he has been affili- 
ated with N. W. Ayer, Compton, J. M. 


Mathes, Lord and Thomas, Kenyon and Eck. 
hardt, and others. 
Care F. Lepowrr 


Why People Buy, by Louis Cheskin. 
New York: Liveright, 1959, $5.09, 
Here is a useful primer or key to the suc. 
cessful use of motivation research. The 20 
chapters are a collection of articles and re- 
ports on unconscious-level testing, originally 
published in business journals between 1947 
and 1957. The basic principles for measuring 
the effectiveness of marketing tools, particu- 
larly packages, are presented in simple, every- 
day language. Testing techniques are out- 
lined, and many well-known brands are dis- 
cussed as they were tested by Color Research 
Institute before being placed on the market. 
Why People Buy deals primarily with the 
behavior of people in the market place and 
mostly with women, who do approximately 
80 per cent of the buying. When there are 
several competitive brands on the shelves, 
which package will the child want? Which 
will the mother take? What will cause the 
shopper to take one package, not another? 
Is it the brand name, the brand-identifying 
image, the design of the package, the color, 
the ad she saw in the newspaper or magazine, 
or the T.V. commercial ? 

The answers to these and many other ques- 
tions about consumer purchasing patterns 
are based on tests conducted by the author 
and later confirmed by sales records. 

Louis Cheskin is director of Color Research 
Institute and president of Louis Cheskin 
Associates, Marketing Research. 
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Honor Roll in Retailing 
(Continued from page 48) 


Turkey to create two-way trade, the 
merchandising expert whom it chose to 
represent this country was that One- 
onta retailer, Fred H. Bresee. 

In the summit conferences of the 
N.R.M.A., the best minds of the indus- 
try gather. In this area, Mr. Bresee 
has been chairman of the Smaller 
Stores Division. He is currently chair- 
man of the Public Relations Com- 
mittee. In 1956 he received N.R.M.A.’s 
award for distinguished service in the 
field of retail sales promotion. 

A constant host to students from 
nearby schools and colleges, Mr. Bre- 
see is a fitting spokesman for retailing, 
as the challenging and exciting career 
it iss He is an active member and 
leader in the Elks, the Kiwanis, the 
American Legion, the Masons, and a 
director of the Fox Memorial Hos- 
pital. 

As a local merchant with a national 
reputation, as a big retailer in a small 
community, Fred Bresee well deserves 
our acclaim through an_ honorary 
membership in the Alpha Chapter of 
the Eta Mu Pi Fraternity. 


Pricing Methods 
(Continued from page 10) 


durable goods involves a major buying 
decision. This type of decision is usu- 
ally more deliberate and allows for a 
time factor. In contrast, nondurable 
purchases are more likely to be based 
on an impulsive buying cycle.’ 





"Recognition should be given to the fact that Mr. 
Rahr has contested this belief for a number of years. 
He has stated on a number of occasions that pre- 
dictions based on his customer preference interview- 
ing method can make accurate predictions of cus- 
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The NICB and Survey Research 
Center methods may be less useful than 
the Customer Preference Surveys, how- 
ever, for developing a sliding demand- 
price schedule for the retailer. But 
whatever method is followed, it will be 
useful not only in itself but also in 
pointing the way to future adaptations 
of scientific pricing methods (particu~ / 
larly those already explored by manu- 
facturers) to retailing. 


Reducing Selling Expense 
(Continued from page 41) 

Departments should be examined to 
determine to what degree their display 
and packaging encourage multiple sales. 
Sales clerks should be “shopped” and 
trained in the suggestion of multiple 
sales wherever possible. 

A selected group of departments 
should be studied for the possibility of 
speeding transactions. The time in- 
volved in consummating sales of brand- 
name merchandise versus unbranded 
merchandise should be examined. Con- 
ceivably, one or the other is sold in a 
faster transaction and a lower sales 
clerk cost results. When it is deter- 
mined which type of merchandise can 
be sold more rapidly by the sales clerk, 
the selling of this type of merchandise 
might be encouraged in order to arrive 
at lower costs per transaction—assum- 
ing that this is consistent with mer- 
chandising objectives. 


Conclusion 


As previously indicated, this report 
on various ways of reducing selling 





tomer nondurable purchase plans. He states further 
that the failure of the other techniques to predict 
accurately nondurable (and in some cases durable) 
intentions can be traced to their techniques of ques- 
tioning people at their place of residence rather than 
when they are in a buying mood (in a store). 
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costs is not intended to give specific 
“how to” directions. These directions 
differ for each store and can only be 
determined by an individual study of 
that store. What has been presented 
is an organized framework of thinking 
along the lines of expense reduction. 
As a guide and road map to store execu- 
tives, it is directed to the goal of bring- 
ing down selling costs without impair- 
ing the quality of the operation or the 
store image. 


Advance Price Notification 
(Continued from page 46) 


one adverse public reaction to a larger 
increase is not as bad as a series of less 
critical reactions which probably would 
have a much greater aggregate adverse 
effect on the public. This theory is sup- 
ported by the value of repetitive adver- 
tisements in promoting consumer sales. 

Rather than risk the spotlight of a 
public hearing to raise prices, com- 
panies conceivably might attempt to 
counteract rising costs either by shad- 
ing the quality of their product or in 
some way giving less value for the 
same price. This actually would con- 
stitute a price increase without the 
stress of a hearing. Not all products 
are susceptible to cost shaving, but 
wherever such measures are effective 
without serious loss of market to com- 
petitors, there is little doubt that the 
practice might be employed. A com- 
plex set of product specifications would 
be necessary to protect both the con- 
sumer and business firms from un- 
scrupulous practices. 

Since advance price notification 
would probably lead to price controls 


eventually, it is reasonable to expect 
that some “black markets” would occu; 
just as in wartime, and artificially pro. 
moted shortages would also be a poss 
bility. At any rate, it appears certain 
that the potential problems associated 
with the pricing of new products woul 
deter the introduction of multiple prod. 
uct lines and thereby limit the range 
of consumer choice. 


Hearings on the Bill 


Hearings on the bill took place be- 
fore the Committee on the Judiciary in 
April and May of 1959. A consensus 
of the testimony indicates that even 
though the issue of inflation is a timely 
one, the O’Mahoney Bill is not the 
proper vehicle to combat it. Opposi- 
tion to the meassure appeared from all 
sources including both labor and man- 
agement. David J. MacDonald ( United 
Steelworkers of America) voiced op- 
position on the grounds that one of 
the effects of the bill would be to throw 
the entire labor contract and collective 
bargaining into controversy before the 
Commission. The United Automobile 
Workers were about the only organized 
labor group favoring the measure. 
Management has voiced its complete 
condemnation of the measure. Walter 
Fackler of the United States Chamber 
of Commerce indicated much of man- 
agement’s position when he stated that 
“ . . a firm, knowing it would have to 
justify future price increases, would be 
reluctant to cut prices when there was 


a reasonable expectation that . . . cost 
increases were in the offing . . . it be- 
comes a bill to promote . . . rather 


than to control inflation.” 


